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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forwardkimg statements. In some cases you can idengfetistatements by forward-
looking words such as “believe,” “may,” “will,” “éBnate,” “continue,” “anticipate,” “intend,” “could “would,” “project,” “plan,” “expect,”
“future” or the negative or plural of these wordssomilar expressions. These forward-looking staets include, but are not limited to,
statements concerning the following:

» our future relationship with Faceboc

e our corporate strategy and initiativi

* launching new games and enhancements to gamesr¢hedmmercially successfi

» continued growth in demand for virtual goods anthig social games industt

* building and sustaining our franchise garn

» the ability of our games to generate revenue attihgs for a significant period of time after laiin
» capital expenditures and investment in our netvigfilastructure, including data cente

» our use of working capita

» retaining and adding players and increasing theatiwation of our player bas

* maintaining a technology infrastructure that cdicieitly and reliably handle increased player #sdgst load times and tl
deployment of new features and produ

» attracting and retaining qualified employees angpersonnel

» designing games for mobile and other -PC devices, and pursuing mobile initiatives gergr
» our successful growth internationally and in adgery revenue

e maintaining, protecting and enhancing our intellatproperty:

» protecting our playe’ information and adequately addressing privacy corsseanc

» successfully acquiring and integrating companigsassets

These forward-looking statements are subject toraber of risks, uncertainties and assumptionsydinb those described in “Item 1A.
Risk Factors” in this Annual Report on Form 10-Koidover, we operate in a very competitive and fggidanging environment. New risks
emerge from time to time. It is not possible for management to predict all risks, nor can we asesimpact of all factors on our busines
the extent to which any factor, or combinationaiftbrs, may cause actual results to differ matgriedm those contained in any forward-
looking statements we may make. In light of theslest uncertainties and assumptions, the forwapltifgy events and circumstances discussed
in this Annual Report on Form 10-K may not occud actual results could differ materially and adegrérom those anticipated or implied in
the forward-looking statements.

You should not rely upon forward-looking statemeaggredictions of future events. Although we hadithat the expectations reflected
in the forward-looking statements are reasonabtecannot guarantee that the future results, lefastivity, performance or events and
circumstances reflected in the forward-lookingestaents will be achieved or occur. Moreover, exesptequired by law, neither we nor any
other person assumes responsibility for the acguaad completeness of the forward-looking statemiafvle undertake no obligation to update
publicly any forward-looking statements for anysea after the date of this Form 10-K to confornsthstatements to actual results or to
changes in our expectations.
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PART I

ITEM 1. BUSINESS
Overview

Zynga Inc. (“Zynga” or “we” or “the Company”) is¢hworld’s leading provider of social game servigéth 240 million average MAUSs,
in over 175 countries. We develop, market and dperaline social games as live services played theetnternet and on social networking
sites and mobile platforms. Our games are accessilplayers worldwide, on Facebook, other soa#alorks and mobile platforms wherever
and whenever they want. We operate our gameseaséiwices and continually enhance them by addémgaontent and features.

All of our games are free to play, and we genemtenue through the in-game sale of virtual goodbsavertising. We leverage our
scale to increase player engagement, cross-proooofeortfolio of games, continually enhance exgtiames, launch new games and build the
Zynga brand. We believe our scale results in nekweffiects that deliver compelling value to our @es; and we are committed to making
significant investments that will further grow acommunity of players, their engagement and our riipetéon over time.

We have achieved significant growth in our business short period of time. From 2009 to 2011, mwvenue increased from $121.5
million to $1.14 billion and our bookings increadenim $328.1 million to $1.16 billion. For a dis@isn of the limitations associated with us
bookings rather than the comparable U.S. geneaaltgpted accounting principals (“GAAP”) measure amdconciliation of this measure to
revenue, see the section titled “Selected Congeliiinancial Data—Non-GAAP Financial Measures.”

Our headquarters are located in San Franciscdo@aé. Our operations are headquartered in Samciseo, California, and we have
several operating locations in the U.S. as wella®us international office locations in Asia dadrope. We were originally organized in Aj
2007 as a California limited liability company umdiee name Presidio Media LLC, converted to a Dal@ixcorporation in October 2007 and
changed our name to Zynga Inc. in November 2010c®vepleted our initial public offering in Decemi#811 and our Class A common stock
is listed on the NASDAQ Global Select Market untter symbol “ZNGA.” As of December 31, 2011, we 23846 full-time employees.

Our Strategy

Our mission is to connect the world through garfegursuit of our mission, we encourage entreprestép and intelligent risk taking to
produce breakthrough innovations, which we caltlimats. The key elements of our strategy are:

» Make Games Accessible and FuWe operate our games as live services that aréablaanytime and anywhere. We design our
social games to provide players with easy accesbared experiences that delight, amuse and enteaxtad we will continue to
update our games on an ongoing basis with frestenband new features to make them more sociaftantbr our players
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» Enhance Existing FranchisesWe will continue to enhance our mar-leading franchises includirCityVille , FarmVille , Words
with FriendsandZynga Poker We regularly update our games after launch toerege social interactions, add new content and
features and improve monetizatic

* Launch New GamesWe will continue to invest in building new gamesetpand the genres of games that we offer, fuehgage
with our existing players and attract new play

» Continue Mobile GrowthWe believe there is a large opportunity to extemdlyand and games to mobile platforms such ase?
iOS and Google Android. We will continue to make games accessible on a large number of mobile#ret Internet-connected
devices and invest in developing and acquiring heatevelopment talent, technologies and con

» Continue International Growth.We have seen significant growth in the number ofpdayers in international markets. Our games
are available in up to 17 languages. We intendpaued our international audience by making moreusfgames available in
multiple languages, creating more localized gameerd and partnering with leading internationaligbeetworking sites and
mobile partners

» Extend our Technology Leadership Positio Our proprietary technology stack and data anaydie competitive advantages that
enhance our ability to create the world’s bestaagames. We will continue to innovate and optindze network infrastructure to
cos-effectively ensure high performance and high abdits for our social games

» Increase Monetization of Our GameWe plan to offer increased selection, better merdising and more payment options
increase the sales of our virtual goods. Our p&perchase these virtual goods to extend their ggagions, personalize their game
environments, accelerate their progress or sergliargifts to their friends. We will also continwepursue additional revenue
opportunities from advertising, including brandédual goods and sponsorshij

Our Social Games

We design our social games to provide players shtired experiences that surprise and delight tBemsocial games leverage the
global connectivity and distribution on Facebodtker social networks and mobile platforms, sucApgle iOS and Google Android. In
addition to third-party platforms, we announcedj&bZ, our own platform that will allow people fiad games through friends and friends
through games. Project Z is currently under develemt and will be available through Zynga.com. Camgs are free to play, span a numb
genres and attract a community of players thatmabraphically and geographically diverse.

We operate our games as live services and updatehth fresh content and new features to make ttmeme social, enhance player
engagement and improve monetization. We analyzdategenerated by our players’ game play and lsotéxactions to guide the creation of
new content and features. We use this ongoing tezdloop to keep our games compelling and enhdrecplayer experience.

Some of our leading games includiyVille, Zynga Poker, FarmVille, CastleVillé&rontierVille, Mafia WarsandWord with Friends In
the first quarter of 2012, we launched several games, includingdidden Chronicles, Zynga Bingo, Scramble With FderSlingcandDrearr
Heights.

Virtual Goods

Our primary revenue source is the sale of virtuatency that players use to buy in-game virtualdgo&ome forms of virtual currency
are earned through game play, while other formsoceéy be acquired for cash or, in some cases, bgming promotional offers from our
advertising partners.
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Advertising

Our advertising services offer creative ways forkagers and advertisers to reach and engage withlayers. The goal of our
engagement-based advertising is to enhance therptaperience while delivering real value to adsers. Our advertising offerings include:

» Branded Virtual Goods and Sponsorstthat integrate advertising within game pl

» Engagement Ads and Offéin which players can answer certain questionsgr gp for third party services to receive virtual
currency;

* Mobile Adsthrough a-supported free versions of our mobile games suWords with Friend; and
» Display Adsin our online web games that include banner acsertents

Our Technology Stack

We have invested extensively in developing our pedgry technology stack, which has the abilithsmdle sudden bursts of activity for
millions of players over a short period of timelwitigh levels of performance and reliability, tgoport the growth of our business. Our
proprietary technology stack includes datacentdraoud computing management, a shared code baseonk and crosgromotional feature:
proprietary data analytics, monetization and iraéiomalization. Our technology stack also suppthrtsgrowth of our 2D and 3D game engines
across the mobile business on both Flash and HTMIasidition to supporting high-level security andidraud infrastructure. We believe that
our technology stack is a competitive advantagevemavill continue to innovate and optimize our &t&x extend our technology leadership.

Marketing

We acquire most of our players through unpaid ceEnWe have been able to build a large commutiptayers through the viral and
sharing features provided by social networks, teas innovations in our games and the networkat$fef our games.

We are committed to connecting with our players. Meee fan pages, generally on Facebook, for eaohirojames to connect with our
players; and we leverage various other forms ofa$otedia, including Twitter, to communicate witietn. We periodically host live and onli
player events. We also use traditional advertisictiyities, primarily online advertising spending Bacebook.

Addendum with Facebook

To date, we have derived substantially all of @awenue and acquired substantially all of our pleylerough Facebook. We expect to
continue to derive a substantial portion of oureraye and to acquire a substantial portion of cayqas from the Facebook platform for the
foreseeable future. We have an addendum with Fagehat modifies Facebook’s standard terms anditiond for game developers as they
apply to us and that governs the promotion, distiim and operation of our games through the Famgleptatform. This addendum requires the
use by us of Facebook Credits as the primary paymethod for our games on the Facebook platformraqdires Facebook to remit to us an
amount equal to 70% of the face value of Facebaekli® purchased by our players for use in our garfieis addendum with Facebook
expires in May 2015.

Intellectual Property

Our business is significantly based on the creatioquisition, use and protection of intellectualperty. Some of this intellectual
property is in the form of software code, patertesdhnology and trade secrets that we use to dewelogames and to enable them to run
properly on multiple platforms. Other intellectymbperty we create includes audio-visual eleméntdding graphics, music, story lines and
interface design.
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While most of the intellectual property we usernsated by us, we have acquired rights to propsetaellectual property. We have also
obtained rights to use intellectual property thioligenses and service agreements with third grlieese licenses typically limit our use of
intellectual property to specific uses and for $jetime periods.

We protect our intellectual property rights by ratyon federal, state and common law rights, a$ agetontractual restrictions. We
actively seek patent protection covering inventioriginating from the company and acquire patergdelieve may be useful or relevant to
business. We control access to our proprietaryni@olgy by entering into confidentiality and invemtiassignment agreements with our
employees and contractors, and confidentiality emgents with third parties. We also actively engagaonitoring and enforcement activities
with respect to infringing uses of our intellectpabperty by third parties.

In addition to these contractual arrangements, la@raly on a combination of trade secret, copyritademark, trade dress, domain
name and patents to protect our games and otteflettial property. We typically own the copyrigbtthe software code to our content, as
well as the brand or title name trademark undectviour games are marketed. We pursue the registratiour domain names, trademarks,
service marks in the United States and in locat@ariside the United States. Our registered tradesriarthe United States include “Zyngéye
names of our games and company taglines, amongsothe

Circumstances outside our control could pose atheeour intellectual property rights. For examgective intellectual property
protection may not be available in the United Stateother countries in which our games are digteih. Also, the efforts we have taken to
protect our proprietary rights may not be suffitieneffective. Any significant impairment of ourtéllectual property rights could harm our
business or our ability to compete. Also, protegtr intellectual property rights is costly amtié¢iconsuming. Any unauthorized disclosure
use of our intellectual property could make it mexpensive to do business, thereby harming ouratipgrresults.

Companies in the Internet, games, social mediantogy and other industries may own large numbépatents, copyrights and
trademarks and may frequently request license axgets, threaten litigation or file suit againstiased on allegations of infringement or other
violations of intellectual property rights. Frorme to time, we have faced, and we expect to fateeifiuture, allegations by third parties,
including our competitors and non-practicing easitithat we have infringed their trademarks, capys, patents and other intellectual property
rights. As we face increasing competition and asbosiness grows, we will likely face more clainfsrdringement.

Competition

We face significant competition in all aspects of business. Specifically, we compete for the Igidime, attention and discretionary
spending of our players with other social game tigers on the basis of a number of factors, inclgdjuality of player experience, brand
awareness and reputation and access to distribcitiannels.

We believe we compete favorably on these factoosvéver, our industry is evolving rapidly and is being increasingly competitive.
Other developers of social games could develop ranmgpelling content that competes with our socéhgs and adversely affects our ability
to attract and retain players and their entertaimrtime. These competitors, including companiewlaith we may not be currently aware, may
take advantage of social networks, access to a lasgr base and their network effects to grow hagpidd virally.

Our competitors include:

» Game Developers for Facebook and Other Social NdsvWe face competition from a number of competitorowlbvelop socie
games for use on Facebook and other social netwdhiese competitors, some of which have signifiéaancial, technical and
other resources, greater name recognition andlbager operating histories, may create similar gatoeeach our players. Sot
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of these competitors include Crowdstar, Inc., DeRkgctronic Arts Inc., King.com, The Walt Disney @pany, Vostu, Ltd. an
wooga GmbH. Because our games are free to plagpowgpete primarily on the basis of player experieatier than price. We
could face additional competition if large companigth significant online presences, such as Amaon, Inc., Facebook, Inc.,
Google Inc., Microsoft Corporation and Tencent Hiodd Limited, choose to enter or expand in theal@ames space or develop
competing social game

» Game Developers for Mobil@he mobile game sector is characterized by freqoeattuct introductions, rapidly emerging mobile
platforms, new technologies and new mobile appbcastorefronts. Some of our competitors in the iteofpame market include
Apple, Electronic Arts, GREE, DeNA Co. Ltd., Gamél&lu Mobile, Rovio Mobile Ltd and Storm8, Inc. &\éxpect new mobile-
game competitors to enter the market and existimgpetitors to allocate more resources to developnaarket competing games
and applications

» Other Game Developer@ur players may also play other games on pers@maputers and consoles, some of which include social
features that compete with our social games and bamnmunity functions where game developers caagawith their players.
Some of these competitors include Activision Blizkdnc., Big Fish Games, Inc., Electronic Arts,G&kof America, Inc., THQ
Inc. and The Walt Disney Compar

» Other Forms of Media and Entertainmeklie compete more broadly for the leisure time atehtibn of our players with providers
of other forms of Internet and mobile entertainmértluding social networking, online casual erdemtnent and music. To the
extent existing or potential players choose to readch or listen to online content or streaminggea or radio, play interactive vid
games at home or on their computer or mobile deviather than play social games, these contenicssrgose a competitive thre

Research and Development

We believe continued investment in enhancing exgstiames and developing new games, and in sofiderelopment tools and code
modification, is important to attaining our strategbjectives. As a result, we expect researchdavelopment expenses to increase in absolute
dollars for the foreseeable future as we grow asiress.

Our research and development expenses were $72Hdhn$149.5 million and $51.0 million in 2011020 and 2009, respectively,
which included stock-based compensation of $374ll8bom $10.2 million and $1.8 million, respectivel

Government Regulation

We are subject to a number of foreign and doméestis and regulations that affect companies condgdiusiness on the Internet, many
of which are still evolving and could be interpigta ways that could harm our business. In the ééhtates and internationally, laws relating
to the liability of providers of online services factivities of their users and other third parties currently being tested by a number of claims,
including actions based on invasion of privacy atiter torts, unfair competition, copyright and &athrk infringement, and other theories
based on the nature and content of the materiatsised, the ads posted, or the content providagsbys. Any court ruling or other
governmental action that imposes liability on pd®rs of online services for the activities of thesers and other third parties could harm our
business. We are potentially subject to a numbésreign and domestic laws and regulations thacafthe offering of certain types of content,
such as that which depicts violence, many of whiahill defined, still evolving and could be integped in ways that could harm our business
or expose us to liability.

In addition, rising concern about the use of soeéivorking technologies for illegal conduct, sashthe unauthorized dissemination of
national security information, money launderingsopporting terrorist activities
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may in the future produce legislation or other gomeental action that could require changes to emneg or restrict or impose additional costs
upon the conduct of our business.

Some of our games are based upon traditional casinees, such as poker. We have structured andtepenapoker gamé&ynga Poker
with the gambling laws in mind and believe thatypig Zynga Pokedoes not constitute gambling. We also sometimesr offir players variot
types of sweepstakes, giveaways and promotion gppities. We are subject to laws in a number abglictions concerning the operation and
offering of such activities and games, many of \tdce still evolving and could be interpreted inysvéhat could harm our business. Any court
ruling or other governmental action that imposability on providers of online services could résnlcriminal or civil liability and could harm
our business.

In the area of information security and data pridd&¢ many states have passed laws requiring pati€in to users when there is a sect
breach for personal data, such as the 2002 amendme€anlifornia’s Information Practices Act, or tégng the adoption of minimum
information security standards that are often vigdefined and difficult to implement. The costsamimpliance with these laws may increase
in the future as a result of changes in interpi@taturthermore, any failure on our part to complth these laws may subject us to significant
liabilities.

We are also subject to federal, state and foreigis regarding privacy and protection of player déte post our Privacy Policy and
Terms of Service online, in which we describe a@cfices concerning the use, transmission andadisc of player data. Any failure by us to
comply with our posted privacy policy or privacyated laws and regulations could result in procegsliagainst us by governmental author
or others, which could harm our business. In agddjtihe interpretation of data protection laws, #redr application to the Internet is unclear
and in a state of flux. There is a risk that thHases may be interpreted and applied in conflictiveyys from state to state, country to country, or
region to region, and in a manner that is not ciest with our current data protection practicean@lying with these varying international
requirements could cause us to incur additionaiscasd change our business practices. Furtherfadlnye by us to adequately protect our
players’ privacy and data could result in a losplafer confidence in our services and ultimatalg loss of players, which could adversely
affect our business.

In addition, because our services are accessibllelwiole, certain foreign jurisdictions have claimesd others may claim that we are
required to comply with their laws, including irrigdictions where we have no local entity, empleye® infrastructure.

ITEM 1A. RISK FACTORS

Our business is subject to many risks. If any effthlowing risks are realized, our business, opi@gresults, financial condition and the
trading price of our Class A common stock couldrizerially and adversely affected.

Risks Related to Our Business and Industry
If we are unable to maintain a good relationship tiviFacebook, our business will suffe

Facebook is the primary distribution, marketingyrpotion and payment platform for our games. We gresubstantially all of our
revenue and players through the Facebook platfoireapect to continue to do so for the foreseefaitlze. Any deterioration in our
relationship with Facebook would harm our busiress adversely affect our operating results.

We are subject to Facebook’s standard terms arditamms for application developers, which govera gromotion, distribution and
operation of games and other applications on tleelb@ok platform. We have entered into an addendutimeise terms and conditions pursuant
to which we have agreed to use Facebook Creditgldemk’s proprietary payment method, as the primaggns of payment within our games
played through Facebook. This addendum expiresag RO15.
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Our business would be harmed if:
» Facebook discontinues or limits access to its platfby us and other game develop
» Facebook terminates or does not renew our adder

» Facebook modifies its terms of service or otheigms, including fees charged to, or other restict on, us or other application
developers, or Facebook changes how the persdoatiation of its users is made available to apgilicadevelopers on the
Facebook platform or shared by usi

» Facebook establishes more favorable relationshiibsome or more of our competitors;
» Facebook develops its own competitive offerir

We have benefited from Facebook’s strong brandgeition and large user base. If Facebook losewndtket position or otherwise falls
out of favor with Internet users, we would needdtentify alternative channels for marketing, promgtand distributing our games, which
would consume substantial resources and may nefféetive. In addition, Facebook has broad disoreto change its terms of service and
other policies with respect to us and other dewaiepand those changes may be unfavorable to ugxBmple, in 2010 Facebook adopted a
policy requiring applications on Facebook accepy @s virtual currency, Facebook Credits, as paghfeom users. As a result of this change,
which we completed in April 2011, Facebook recei@egeater share of payments made by our playarsitllid when other payment options
were allowed. Future bookings and revenue may batively impacted if our current game card progiamot extended beyond April 30,
2012. Our contract with Facebook allows us to cargito distribute our game cards until April 30120Facebook may also change its fee
structure, add fees associated with access tosmdfuhe Facebook platform, change how the pelsoisamation of its users is made
available to application developers on the Facelpbatform or restrict how Facebook users can shdoemation with friends on their
platform. Beginning in early 2010, Facebook chanigegolicies for application developers regardirsg of its communication channels. These
changes limited the level of communication amorgysigbout applications on the Facebook platforma Assult, the number of our players on
Facebook declined. Any such changes in the futowddcsignificantly alter how players experience games or interact within our games,
which may harm our business.

We operate in a new and rapidly changing industwyhich makes it difficult to evaluate our business@ prospects.

Social games, through which we derive substantallgf our revenue, is a new and rapidly evolvingustry. The growth of the social
game industry and the level of demand and marlatmance of our games are subject to a high dedneecertainty. Our future operating
results will depend on numerous factors affectmggocial game industry, many of which are beyamdcontrol, including:

» continued worldwide growth in the adoption and asEacebook and other social networ
» changes in consumer demographics and public tastkpreference:
» the availability and popularity of other forms aftertainment
» the worldwide growth of personal computer, broadbbnternet and mobile device users, and the ragapfsuch growth; ar
» general economic conditions, particularly econoouinditions adversely affecting discretionary consuspending
Our ability to plan for game development, distribaotand promotional activities will be significapthffected by our ability to anticipate
and adapt to relatively rapid changes in the temtelspreferences of our current and potential ptaydew and different types of entertainment

may increase in popularity at the expense of sgaaies. A decline in the popularity of social gammegeneral, or our games in particular
would harm our business and prospects.
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We have a new business model and a short operatiisgpry, which makes it difficult to evaluate ourpspects and future financial results
and may increase the risk that we will not be sussfeil.

We began operations in April 2007, and we havecat siperating history and a new business modelchvimakes it difficult to effective
assess our future prospects. Our business moblatés] on offering games that are free to play.dfe,dnly a small portion of our players pay
for virtual goods.

We rely on a small portion of our total players foearly all of our revenue.

Compared to all players who play our games in amjod, only a small portion are paying players. iBgithe three months ended
December 31, 2011, we had approximately 2.9 milNtsPs (excluding payers who use certain paymenhaut for which unique payer data
is not available). We lose players in the ordinamyrse of business. In order to sustain our revésueds, we must attract, retain and increase
the number of players or more effectively monetiae players. To retain players, we must devoteifiggmt resources so that the games they
play retain their interest and attract them toather games. If we fail to grow or sustain the nemdf our players, or if the rates at which we
attract and retain players declines or if the ayemmount our players pay declines, our businegsnmiagrow and our financial results will
suffer.

We expect our bookings and revenue growth rate églthe and anticipate operating margins may decliimethe future.

From 2010 to 2011, our revenue grew from $597.%ionito $1.14 billion, which represents an annualgh rate of approximately 91%.
We expect that as our bookings and revenue incsg¢hsggrowth rate in bookings and revenue will iheclWe believe our operating margin
will also experience downward pressure as a refuticreasing competition and the need for incrdagmerating expenditures for many aspects
of our business in addition to increased stock-th@asenpensation expense associated with vestedéttedtstock units, or ZSUs, which we had
not recognized prior to the initial public offering/e also expect to continue to expend substdinahcial and other resources on game
development, international expansion and our nééwdrastructure.

A small number of games have generated a majorityor revenue, and we must continue to launch anghance games that attract ar
retain a significant number of players in order fgrow our revenue and sustain our competitive pamsiti

Historically we have depended on a small numbeyanfies for a majority of our revenue and we exgeatthis dependency will contin
for the foreseeable future. Our growth dependsurability to consistently launch new games thdiee significant popularity. Each of our
games requires significant engineering, marketmdy@her resources to develop, launch and sustairegular upgrades and expansions, and
such costs on average have increased. Our alvilgydcessfully launch, sustain and expand gameat&adt and retain players largely will
depend on our ability to:

» anticipate and effectively respond to changing galager interests and preferenc

» anticipate or respond to changes in the competitindscape

e attract, retain and motivate talented game desggmpeoduct managers and engine

» develop, sustain and expand games that are fugresting and compelling to pla

» effectively market new games and enhancementsrtexasting players and new playe
* minimize launch delays and cost overruns on newegaamd game expansiol

* minimize downtime and other technical difficultiesid

» acquire high quality assets, personnel and comp:
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It is difficult to consistently anticipate playeemhand on a large scale, particularly as we devgdmpes in new genres or new markets,
including international markets and mobile platferif we do not successfully launch games thaaetttand retain a significant number of
players and extend the life of our existing ganoes,market share, reputation and financial resuilibe harmed.

If our top games do not maintain their popularitpur results of operations could be harme

In addition to creating new games that are attradty a significant number of players, we must edtthe life of our existing games, in
particular our most successful games. For a gamentain popular, we must constantly enhance, expanggrade the game with new featt
that players find attractive. Such constant enhawece requires the investment of significant resesyparticularly with older games and such
costs on average have increased. We may not becaslecessfully enhance, expand or upgrade overugames. Any reduction in the
number of players of our most popular games, acyedese in the popularity of our games or socialggmm general, any breach of game-
related security or prolonged server interrupteomy loss of rights to any intellectual property arging such games, or any other adverse
developments relating to our most popular gamedddrarm our results of operations.

Any failure or significant interruption in our netvork could impact our operations and harm our busise

Our technology infrastructure is critical to thefpemance of our games and to player satisfactiur.games run on a complex
distributed system, or what is commonly known asidlcomputing. We own, operate and maintain thmamy elements of this system, but
some elements of this system are operated by pliries that we do not control and which would fegjgignificant time to replace. We expect
this dependence on third parties to continue. hiqdar, a meaningful portion of our game trafschosted by Amazon Web Services
(“AWS"). In the fourth quarter of 2011, AWS hostagdproximately one-third of our game traffic. AWSwpides us with computing and storage
capacity pursuant to an agreement that continugltemminated by either party. We have experieneetl may in the future experience,
website disruptions, outages and other performpnaglems due to a variety of factors, includingastructure changes, human or software
errors and capacity constraints. For example, fegation of a few of our significant games, inchglFarmVille andCityVille , was interrupte
for several hours in April 2011 due to a networkage. If a particular game is unavailable when @layattempt to access it or navigation
through a game is slower than they expect, playeng stop playing the game and may be less likehgtiarn to the game as often, if at all. A
failure or significant interruption in our game \see would harm our reputation and operations. Wgeet to continue to make significant
investments to our technology infrastructure tontan and improve all aspects of player experiemagame performance. To the extent that
our disaster recovery systems are not adequateg dio not effectively address capacity constraipgrade our systems as needed and
continually develop our technology and network #@ettiure to accommodate increasing traffic, ourifiess and operating results may suffer.
We do not maintain insurance policies coveringdssglating to our systems and we do not have bssimterruption insurance.

Security breaches, computer viruses and computeckiag attacks could harm our business and resulfsoperations.

Security breaches, computer malware and computdiriaattacks have become more prevalent in owrstrg, have occurred on our
systems in the past and may occur on our systethe ifuture. Any security breach caused by hackifdch involves efforts to gain
unauthorized access to information or systems) ocatise intentional malfunctions or loss or coliupbf data, software, hardware or other
computer equipment, and the inadvertent transmmssicomputer viruses could harm our businessnfird condition and operating results.
We have experienced and will continue to experidrazking attacks. Because of our prominence irstioéal game industry, we believe we
a particularly attractive target for hackers. Thioitgs difficult to determine what harm may dirgatesult from any specific interruption or
breach, any failure to maintain performance, rditgbsecurity and availability of our network irdstructure to the satisfaction of our players
may harm our reputation and our ability to retaiiseéng players and attract new players.
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If we falil to effectively manage our growth, our Biness and operating results could be harm

We continue to experience rapid growth in our headt and operations, which will continue to plagggicant demands on our
management and our operational, financial and taolgical infrastructure. As of December 31, 20dpraximately 54% of our employees |
been with us for less than one year and approxign@#¥ for less than two years. As we continuertoag we must expend significant
resources to identify, hire, integrate, develop anudivate a large number of qualified employeesvéffail to effectively manage our hiring
needs and successfully integrate our new hiresability to continue launching new games and enbaisting games could suffer.

To effectively manage the growth of our business @perations, we will need to continue spendingifiitant resources to improve our
technology infrastructure, our operational, finaheind management controls, and our reporting systnd procedures by, among other thi
« monitoring and updating our technology infrastruetto maintain high performance and minimize doinret

» enhancing information and communication systenengure that our employees and offices around thielwaece well-coordinated
and can effectively communicate with each ot

» enhancing our internal controls to ensure timely accurate reporting of all of our operations;
» appropriately documenting our information technglegstems and our business proces
These enhancements and improvements will requgrefsiant capital expenditures and allocation dixahle management and employee
resources. If we fail to implement these enhancéesnemd improvements effectively, our ability to raga our expected growth and comply

with the rules and regulations that are applicableublic reporting companies will be impaired alddition, if our operating costs are higher
than we expect or if we do not maintain adequategrobof our costs and expenses, our operatingtsesill suffer.

Our growth prospects will suffer if we are unable tontinue to develop successful games for mobi&fprms.

Developing games for mobile platforms is an impatrzomponent of our strategy. We have devoted améxpect to continue to devote
substantial resources to the development of ouilenghmes, and we cannot guarantee that we wilimoa to develop such games that appeal
to players or advertisers. The uncertainties we faclude:

» we have relatively limited experience working witireless carriers, mobile platform providers angeotpartners whose
cooperation we may need in order to be succes

* we may encounter difficulty in integrating featumsgames developed for mobile platforms that &icseft number of players will
pay for; anc

» we will need to move beyond payment methods pral/ldesocial networks and successfully allow fomaiety of paymen
methods and systems based on the mobile platfaragrgphies and other facto

These and other uncertainties make it difficulknow whether we will succeed in continuing to dewetommercially viable games for
mobile. If we do not succeed in doing so, our gropospects will suffer.

Our core values of focusing on our players first dmcting for the long term may conflict with the shi-term interests of our business.

One of our core values is to focus on surprising) @lighting our players, which we believe is esiséto our success and serves the |
long-term interests of Zynga and our stakeholdEnsrefore, we have made in the past and we may imake future, significant investments
or changes in strategy that we think will benefit
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our players, even if our decision negatively impamir operating results in the short term. For gxapin late 2009 and in 2010 we reduced in-
game advertising offers in order to improve plagigperience. This decrease in in-game offers ledreduction of advertising revenue in 2010
as compared to 2009. Our decisions may not restiis longterm benefits that we expect, in which case theesgof our games, business
operating results could be harmed.

If we lose the services of our founder and Chiefé&outive Officer or other members of our senior mageament team, we may not be able
execute our business strategy.

Our success depends in a large part upon the ceatiservice of our senior management team. Inqodetti, our founder and Chief
Executive Officer, Mark Pincus, is critical to oision, strategic direction, culture, products amchnology. We do not maintain key-man
insurance for Mr. Pincus or any other member ofsmmior management team. The loss of our foundeCéuef Executive Officer, even
temporarily, or any other member of senior managegmeuld harm our business.

If we are unable to attract and retain highly quéiied employees, we may not be able to grow effebti

Our ability to compete and grow depends in large gathe efforts and talents of our employeeshSroployees, particularly game
designers, product managers and engineers, afghidamand, and we devote significant resourcésetatifying, hiring, training, successfully
integrating and retaining these employees. We hasterically hired a number of key personnel thioagquisitions, and as competition with
several other game companies increases, we magysigguficant expenses in continuing this practitiee loss of employees or the inability to
hire additional skilled employees as necessarydcradult in significant disruptions to our businessd the integration of replacement
personnel could be time-consuming and expensiveeause additional disruptions to our business.

We believe that two critical components of our &sscand our ability to retain our best people arecalture and our competitive
compensation practices. As we continue to growdigpand we develop the infrastructure of a pubbnpany, we may find it difficult to
maintain our entrepreneurial, execution-focusetucel In addition, many of our employees may be ablreceive significant proceeds from
sales of our equity in the public markets, whichymeduce their motivation to continue to work far. Moreover, there may also be disparities
of wealth between those of our employees whom wemhprior to our initial public offering in Decemb2011 and those who joined us after
became a public company, which may harm our cubinckrelations among employees.

An increasing number of individuals are utilizingelices other than personal computers to accesdiiernet, and versions of our game
developed for these devices might not gain wideagradoption, or may not function as intended.

The number of individuals who access the Intedmetugh devices other than a personal computer, asismartphones, tablets,
televisions and set-top box devices, has incredsadatically, and we believe this trend is likedycontinue. The generally lower processing
speed, power, functionality and memory associatiéll thhese devices make playing our games through davices more difficult; and the
versions of our games developed for these deviegsnot be compelling to players. In addition, edekice manufacturer or platform provider
may establish unique or restrictive terms and damth for developers on such devices or platfoigms, our games may not work well or be
viewable on these devices as a result. We haveelingixperience in developing and optimizing versiohour games for players on alternative
devices and platforms. To expand our business, Waeed to support a number of alternative deviemed technologies. Once developed, we
may choose to port or convert a game into sepaeatons for alternative devices with differentiteclogical requirements. As new devices
and new mobile platforms or updates to platfornescamtinually being released, we may encounterlpnodin developing versions of our
games for use on these alternative devices andayeneed to devote significant resources to thetiorgasupport, and maintenance of such
devices and platforms. If we are
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unable to successfully expand the platforms andcdsewon which our games are available, or if thsivas of our games that we create for
alternative platforms and devices are not comggelinour players, our business will suffer.

Expansion into international markets is importanbf our growth, and as we expand internationally, wall face additional business
political, regulatory, operational, financial and@nomic risks, any of which could increase our cestnd hinder such growtr

Continuing to expand our business to attract pkyrecountries other than the United States istealrelement of our business strategy.
An important part of targeting international maekist developing offerings that are localized anstamized for the players in those markets.
We have a limited operating history as a comparigide of the United States. We expect to contiougetvote significant resources to
international expansion through acquisitions, thtaldishment of additional offices and developnguatlios, and increasing our foreign
language offerings. Our ability to expand our basiand to attract talented employees and playens increasing number of international
markets will require considerable management attersind resources and is subject to the partiailaienges of supporting a rapidly growing
business in an environment of multiple languagekures, customs, legal systems, alternative déespystems, regulatory systems and
commercial infrastructures. We have experiencefitdifies in the past and have not been successhll the countries we have entered.
Expanding our international focus may subject ussics that we have not faced before or increades ihat we currently face, including risks
associated with:

» recruiting and retaining talented and capable mamagt and employees in foreign countr
» challenges caused by distance, language and duliffexences
» developing and customizing games and other offerihgt appeal to the tastes and preferences oénsléty international market

» competition from local game makers with significamdrket share in those markets and with a bettdenstanding of playe
preferences

» protecting and enforcing our intellectual propeights;

* negotiating agreements with local distribution falehs that are sufficiently economically benefidialus and protective of ol
rights;

« the inability to extend proprietary rights in ouahd, content or technology into new jurisdictic

* implementing alternative payment methods for virg@ods in a manner that complies with local lawd practices and protects
from fraud,;

» compliance with applicable foreign laws and regale, including privacy laws and laws relating tmtent;

« compliance with an-bribery laws including without limitation, compliae with the Foreign Corrupt Practices A
« credit risk and higher levels of payment fra

» currency exchange rate fluctuatio

» protectionist laws and business practices thatrfeogal businesses in some countr

» foreign tax consequence

» foreign exchange controls or U.S. tax restrictithreg might restrict or prevent us from repatriatingome earned in countri
outside the United State

» political, economic and social instabilit
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* higher costs associated with doing business intiemelly;
* export or import regulations; ai
» trade and tariff restriction:

Entering new international markets will be expeasur ability to successfully gain market acceptaim any particular market is uncertain,
and the distraction of our senior management teautdcdharm our business.

Competition within the broader entertainment indugtis intense and our existing and potential plagemay be attracted to competing forms
of entertainment such as offline and traditional éine games, television, movies and sports, as aeglbther entertainment options on the
Internet.

Our players face a vast array of entertainmentag®iOther forms of entertainment, such as offlirselitional online, personal computer
and console games, television, movies, sportstathternet, are much larger and more well-estabtianarkets and may be perceived by our
players to offer greater variety, affordabilityteractivity and enjoyment. These other forms oegainment compete for the discretionary time
and income of our players. If we are unable toansufficient interest in our games in comparitwnther forms of entertainment, including
new forms of entertainment, our business model nwalpnger be viable.

There are low barriers to entry in the social garmelustry, and competition is intense.

The social game industry is highly competitive hiitw barriers to entry and we expect more comgsaitieenter the sector and a wider
range of social games to be introduced. Our congpstihat develop social games for social netwegeky in size and include publicly-traded
companies such as Electronic Arts Inc. and The Wialhey Company and privately-held companies sscBrawdstar, Inc., Vostu, Ltd. and
wooga GmbH. In addition, online game developersdisttibutors who are primarily focused on spedifiternational markets, such as Tenc
Holdings Limited in Asia, and high-profile compasiwith significant online presences that to dateeh@ot developed social games, such as
Amazon.com, Facebook, Google Inc., Microsoft Coggion and Yahoo! Inc., may decide to develop sagéehes. Some of these current and
potential competitors have significant resourcesifeveloping or acquiring additional games, mayble to incorporate their own strong
brands and assets into their games, have a magesilied set of revenue sources than we do andbedgss severely affected by changes in
consumer preferences, regulations or other devedafsrthat may impact the online social game ingiutiraddition, we have limited
experience in developing games for mobile and gtteforms and our ability to succeed on thosefpiats is uncertain. As we continue to
devote significant resources to developing gamethfise platforms, we will face significant comgieti from established companies, incluc
Electronic Arts Inc., DeNA Co. Ltd., Gameloft SAluGMobile Inc. and Rovio Mobile Ltd. We expect newobile-game competitors to enter
the market and existing competitors to allocateemesources to develop and market competing ganteapplications.

The value of our virtual goods is highly dependesmt how we manage the economies in our games. Iffaleto manage our game economi
properly, our business may suffe

Paying players purchase virtual goods in our gameesuse of the perceived value of these goods vidhibpendent on the relative ease
of securing an equivalent good via non-paid meattimthe game. The perceived value of these Vigoads can be impacted by an increase
in the availability of free or discounted Facebdzgredits or by various actions that we take in tamgs including offering discounts for virtual
goods, giving away virtual goods in promotions mvyiding easier non-paid means to secure thesesgdiode fail to manage our virtual
economies properly, players may be less likelyuxpase virtual goods and our business may suffer.
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Some of our players may make sales and/or purchasfesrtual goods used in our games through unautiiwed third-party websites, which
may impede our revenue growth.

Some of our players may make sales and/or purcludises virtual goods, such @ynga Pokewirtual poker chips, through unauthorized
third-party sellers in exchange for real currefidyese unauthorized transactions are usually arcaogehird-party websites. We do not
generate any revenue from these transactions. Aicagly, these unauthorized purchases and salestfiodiparty sellers could impede our
revenue and profit growth by, among other things:

» decreasing revenue from authorized transact

» downward pressure on the prices we charge plageiauf virtual currency and virtual gooc
» lost revenue from paying players who stop playimagicular game

» costs we incur to develop technological measuresittail unauthorized transactiot

» legal claims relating to the diminution of valueafr virtual goods; an

* increased customer support costs to respond tatidiied players

To discourage unauthorized purchases and salag efrtual goods, we have stated in our terms ofise that the buying or selling of
virtual currency and virtual goods from unauthodizkird-party sellers may result in bans from oamgs and/or legal action. We have banned
players as a result of such activities. We have @éveloped technological measures to help detexithorized transactions. If we decide to
implement further restrictions on players’ abilitytransfer virtual goods, we may lose players,clvldould harm our financial condition and
results of operations.

The proliferation of “cheating” programs and scamffers that seek to exploit our games and playerteafs the game-playing experience
and may lead players to stop playing our games.

Unrelated third parties have developed, and magirnemto develop, “cheating” programs that enaldgers to exploit our games, play
them in an automated way or obtain unfair advargayer other players who do play fairly. These prags harm the experience of players
who play fairly and may disrupt the virtual econoofyour games. In addition, unrelated third paréigempt to scam our players with fake
offers for virtual goods. We devote significantaesces to discover and disable these programsdivitias, and if we are unable to do so
quickly our operations may be disrupted, our refiotadamaged and players may stop playing our gafrtés may lead to lost revenue from
paying players, increased cost of developing teldyical measures to combat these programs andtagjegal claims relating to the
diminution in value of our virtual currency and gisp and increased customer service costs neededpond to dissatisfied players.

Our quarterly operating results are volatile andfficult to predict.

Our bookings, revenue, traffic and operating rescdtuld vary significantly from quarter-to-quaréerd year-toyear and may fail to mat
our past performance or the expectations of séesi@nalysis or investors because of a varietaabfs, some of which are outside of our
control. Factors that may contribute to the vatighof our operating results include the risk farst listed in these “Risk Factorahd the factol
discussed in the section titled “Management’s Distn and Analysis of Financial Condition and Ressof Operations — Factors Affecting
Our Performance.”

In particular, we recognize revenue from sale gfwdual goods in accordance with GAAP, which @rplex and based on our
assumptions and historical data with respect tes#he and use of various types of virtual goodshénevent that such assumptions are revised
based on new data or there are changes in theib@tmix of virtual goods sold due to new gameaductions, reduced virtual good sales in
existing games or other factors or there are chamgeur estimates of average playing periodsatheunt of revenue that we recognize in any
particular period may fluctuate significantly. Farther information regarding our revenue recogmitpolicy, see the section titled
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Critical Acctinm Policies—Revenue
Recognition.”
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Given our short operating history and the rapidigleing social game industry, our historical opargtresults may not be useful in
predicting our future operating results. In additimetrics we have developed or those availabla fidrd parties regarding our industry and
the performance of our games, including DAUs, MAM4$JUs and ABPU may not be indicative of our finaalgierformance.

Failure to protect or enforce our intellectual prapty rights or the costs involved in such enforcemeould harm our business and
operating results.

We regard the protection of our trade secrets, Ggpis, trademarks, trade dress, domain names tted product rights as critical to our
success. We strive to protect our intellectual proprights by relying on federal, state and comramrights, as well as contractual
restrictions. We enter into confidentiality andéméion assignment agreements with our employeesamtactors and confidentiality
agreements with parties with whom we conduct bssirire order to limit access to, and disclosurews®lof, our proprietary information.
However, these contractual arrangements and tlee stbps we have taken to protect our intellegit@perty may not prevent the
misappropriation of our proprietary informationdeter independent development of similar technel®gly others.

We pursue the registration of our domain namedetraarks, and service marks in the United Statesraoekrtain locations outside the
United States. We are seeking to protect our tradlesn patents and domain names in an increasindgewuaf jurisdictions, a process that is
expensive and time-consuming and may not be suct@ssvhich we may not pursue in every locatione Wiay, over time, increase our
investment in protecting our innovations througtré@ased patent filings that are expensive and tomsuming and may not result in issued
patents that can be effectively enforced. The Le&imth America Invents Act (“the Leahy-Smith Actiyas adopted in September 2011. The
Leahy-Smith Act includes a number of significan&ebes to United States patent law, including piomisthat affect the way patent
applications will be prosecuted and may also affetent litigation. The United States Patent arad@mark Office is currently developing
regulations and procedures to govern administraifdhe Leahy-Smith Act, and many of the substantianges to patent law associated with
the Leahy-Smith Act will not become effective untfl to 18 months after its enactment. Accordinglig not clear what, if any, impact the
Leahy-Smith Act will have on the operation of oursmess. However, the Leahy-Smith Act and its irm@etation could increase the
uncertainties and costs surrounding the prosecofi@ur patent applications and the enforcemeidedense of our issued patents, all of which
could harm our business.

Litigation may be necessary to enforce our intéllacproperty rights, protect our trade secretdetermine the validity and scope of
proprietary rights claimed by others. Any litigatiof this nature, regardless of outcome or meoitla result in substantial costs, adverse
publicity or diversion of management and technieaburces, any of which could adversely affecttusginess and operating results. If we fail
to maintain, protect and enhance our intellectuaperty rights, our business and operating resodtg be harmed.

We are, and may in the future be, subject to inéeliual property disputes, which are costly to defeand could require us to pay significant
damages and could limit our ability to use certai@chnologies in the future.

From time to time, we have faced, and we expefdade in the future, allegations that we have ifeid the trademarks, copyrights,
patents and other intellectual property rightshaftk parties, including from our competitors, npracticing entities and former employers of
personnel. Patent and other intellectual propéigation may be protracted and expensive, andehalts are difficult to predict. As the result
of any court judgment or settlement we may be aitdid to cancel the launch of a new game, stopioffer game or certain features of a game,
pay royalties or significant settlement costs, pase licenses or modify our games and featuregwldldevelop substitutes.

In addition, we use open source software in ourggand expect to continue to use open source sefiwghe future. From time to time,
we may face claims from companies that incorpavatn source software into
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their products, claiming ownership of, or demandielgase of, the source code, the open sourceaefand/or derivative works that were
developed using such software, or otherwise sedkirgforce the terms of the applicable open solizease. These claims could also result in
litigation, require us to purchase a costly liceaseequire us to devote additional research aneldpment resources to change our games, an
of which would have a negative effect on our bussn@nd operating results.

Although we do not believe that the final outconfiditigation and claims that we currently face withve a material adverse effect on our
business, our expectations may not prove to becbrEven if these matters do not result in lifigabr are resolved in our favor or without
significant cash settlements, these matters, amtirtte and resources necessary to litigate orvesbem, could harm our business, operating
results, financial condition, reputation or the kaprice of our Class A common stock.

Programming errors or flaws in our games could harour reputation or decrease market acceptance of games, which would harm ou
operating results.

Our games may contain errors, bugs, flaws or ceerigata, and these defects may only become apgdtentheir launch, particularly
as we launch new games and rapidly release newrésatio existing games under tight time constraivs believe that if our players have a
negative experience with our games, they may keitetined to continue or resume playing our gaoragcommend our games to other
potential players. Undetected programming errcame defects and data corruption can disrupt ouratipaes, adversely affect the game
experience of our players by allowing players tmgenfair advantage, harm our reputation, causeptayers to stop playing our games, divert
our resources and delay market acceptance of maegaany of which could result in legal liability s or harm our operating results.

Evolving regulations concerning data privacy maystdt in increased regulation and different industigtandards, which could prevent 1
from providing our current games to our players, cgquire us to modify our games, thereby harmingrdausiness

The regulatory framework for privacy issues worldevis currently in flux and is likely to remain fw the foreseeable future. Practices
regarding the collection, use, storage, transmisaial security of personal information by compawoigsrating over the Internet and mobile
platforms have recently come under increased psbligtiny, and civil claims alleging liability fahe breach of data privacy have been ass
against us. The U.S. government, including the Fédaade Commission and the Department of Commé@e announced that it is review
the need for greater regulation for the collectbinformation concerning consumer behavior onltiiernet, including regulation aimed at
restricting certain targeted advertising practi¢esaddition, the European Union is in the proagfgsroposing reforms to its existing data
protection legal framework, which may result inragfer compliance burden for companies with useEurope. Various government and
consumer agencies have also called for new regulatid changes in industry practices.

We began operations in 2007 and have grown rapidhile our administrative systems have developedltg, during our earlier history
our practices relating to intellectual propertytadprivacy and security, and legal compliance matyhave been as robust as they are now, and
there may be unasserted claims arising from thi@gé¢hat we are not able to anticipate. In additiour business, including our ability to
operate and expand internationally, could be aéleedfected if laws or regulations are adoptetkripreted, or implemented in a manner that
is inconsistent with our current business practa@s that require changes to these practices esigrdof our website, games, features or our
privacy policy. In particular, the success of ousibess has been, and we expect will continue tdrieen by our ability to responsibly use the
data that our players share with us. Thereforepasiess could be harmed by any significant chémggplicable laws, regulations or indus
practices regarding the use or disclosure of datglayers choose to share with us, or regardiagrthnner in which the express or implied
consent of consumers for such use and disclosutatésned. Such changes may require us to modifygames and features, possibly in a
material manner, and may limit our ability to deyghew games and features that make use of therddtaur players voluntarily share with
us.
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We process, store and use personal information atider data, which subjects us to governmental regfidn and other legal obligations
related to privacy, and our actual or perceivedltae to comply with such obligations could harm obusiness.

We receive, store and process personal informatiahother player data, and we enable our playeskdre their personal information
with each other and with third parties, includingtbe Internet and mobile platforms. There are momefederal, state and local laws around
the world regarding privacy and the storing, st@rirse, processing, disclosure and protection igfopel information and other player data on
the Internet and mobile platforms, the scope oftildre changing, subject to differing interpretagioand may be inconsistent between
countries or conflict with other rules. We gengraibmply with industry standards and are subjethéterms of our own privacy policies and
privacy-related obligations to third parties (irdilug voluntary third-party certification bodies suas TRUSTe). We strive to comply with all
applicable laws, policies, legal obligations andaie industry codes of conduct relating to privacy data protection, to the extent reasonably
attainable. However, it is possible that thesegallions may be interpreted and applied in a mativaris inconsistent from one jurisdiction to
another and may conflict with other rules or owagtices. Any failure or perceived failure by ustonply with our privacy policies, our
privacy-related obligations to players or otherdtparties, or our privacy-related legal obligaipar any compromise of security that results in
the unauthorized release or transfer of persomddigtifiable information or other player data, nragult in governmental enforcement actions,
litigation or public statements against us by comsuadvocacy groups or others and could causelayens to lose trust in us, which could
have an adverse effect on our business. Additipni&lihird parties we work with, such as playersndors or developers, violate applicable
laws or our policies, such violations may also @uit players’ information at risk and could in turave an adverse effect on our business.

In the area of information security and data pridd@¢ many states have passed laws requiring nati€in to players when there is a
security breach for personal data, such as the a6@hdment to California’s Information Practices,Ae requiring the adoption of minimum
information security standards that are often vigdefined and difficult to practically implemerithe costs of compliance with these laws
increase in the future as a result of changest@rpretation. Furthermore, any failure on our partomply with these laws may subject us to
significant liabilities.

Our business is subject to a variety of other UaBd foreign laws, many of which are unsettled antillsieveloping and which could subject
us to claims or otherwise harm our business.

We are subject to a variety of laws in the Unitéat&s and abroad, including laws regarding consuymmaection, intellectual property,
export and national security, that are continuoesiglving and developing. The scope and interptaif the laws that are or may be
applicable to us are often uncertain and may béictng, particularly laws outside the United Stat For example, laws relating to the liability
of providers of online services for activities betr users and other third parties are currentiggptested by a number of claims, including
actions based on invasion of privacy and othestamfair competition, copyright and trademarkimdement, and other theories based on the
nature and content of the materials searched,db@asted or the content provided by users. Iisiz likely that as our business grows and
evolves and our games are played in a greater nuofilceuntries, we will become subject to laws aegulations in additional jurisdictions.
We are potentially subject to a number of foreigd domestic laws and regulations that affect tiferioilg of certain types of content, such as
that which depicts violence, many of which are agabus, still evolving and could be interpreted iy that could harm our business or
expose us to liability. In addition, certain of @ames, includingynga Poker may become subject to gambling-related rulesraegdlations
and expose us to civil and criminal penalties ifdeenot comply. It is difficult to predict how exiisg laws will be applied to our business and
the new laws to which we may become subject. Sdidtussion included in the section titled “Busie— Government Regulation.”

If we are not able to comply with these laws onulations or if we become liable under these lawsegulations, we could be directly
harmed, and we may be forced to implement new nneasa reduce our
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exposure to this liability. This may require usetgpend substantial resources or to modify our gamkeigh would harm our business, financial
condition and results of operations. In additidwg increased attention focused upon liability issaa result of lawsuits and legislative
proposals could harm our reputation or otherwisgsioh the growth of our business. Any costs incua®d result of this potential liability
could harm our business and operating results.

It is possible that a number of laws and regulatioray be adopted or construed to apply to us ittiieed States and elsewhere that
could restrict the online and mobile industriegluding player privacy, advertising, taxation, anttsuitability, copyright, distribution and
antitrust. Furthermore, the growth and developnoéiectronic commerce and virtual goods may procafls for more stringent consumer
protection laws that may impose additional burdemsompanies such as ours conducting businessgthttbie Internet and mobile devices. '
anticipate that scrutiny and regulation of our istty will increase and we will be required to devttigal and other resources to addressing
regulation. For example, existing laws or new laggarding the regulation of currency and bankirggiutions may be interpreted to cover
virtual currency or goods. If that were to occurmay be required to seek licenses, authorizatiompprovals from relevant regulators, the
granting of which may be dependent on us meetingicecapital and other requirements and we masugect to additional regulation and
oversight, all of which could significantly incresasur operating costs. Changes in current lawegulations or the imposition of new laws and
regulations in the United States or elsewhere diggithese activities may lessen the growth ofaagame services and impair our business.

Companies and governmental agencies may restrictess to Facebook, our website or the Internet gedigr which could lead to the loss «
slower growth of our player bas

Our players need to access the Internet and ifcpkmt Facebook and our website to play our gafBesapanies and governmental
agencies, could block access to Facebook, our teetasthe Internet generally for a number of reassarch as security or confidentiality
concerns or regulatory reasons, or they may adaigs that prohibit employees from accessing Baok, our website or other social
platforms. For example, the government of the ReEsRepublic of China has blocked access to FadelmoGhina. If companies or
governmental entities block or limit access to ack or our website or otherwise adopt policiesrigng players from playing our games
business could be negatively impacted and couldlieshe loss or slower growth of our player base.

Our business will suffer if we are unable to sucsédly integrate acquired companies into our busggor otherwise manage the growth
associated with multiple acquisitions.

We have acquired businesses, personnel and tegje®ia the past and we intend to continue to puemgquisitions that are
complementary to our existing business and expan@mployee base and the breadth of our offeri@gs.ability to grow through future
acquisitions will depend on the availability of tatile acquisition and investment candidates ataamable cost, our ability to compete
effectively to attract these candidates and thdahility of financing to complete larger acquisitis. Since we expect the social game industry
to consolidate in the future, we may face signifitceompetition in executing our growth strategytufe acquisitions or investments could
result in potential dilutive issuances of equitgisities, use of significant cash balances or irenge of debt, contingent liabilities or
amortization expenses related to goodwill and oititangible assets, any of which could adversefgcafour financial condition and results of
operations. The benefits of an acquisition or itwesnt may also take considerable time to develog vee cannot be certain that any particular
acquisition or investment will produce the intendbeshefits.

Integration of a new company’s operations, assadsparsonnel into ours will require significanteaition from our management. The
diversion of our management’s attention away framhusiness and any difficulties encountered initegration process could harm our
ability to manage our business. Future acquisitioiisalso expose us to potential risks, includigks associated with any acquired liabilities,
the integration of new operations, technologies per@onnel, unforeseen or hidden liabilities ananticipated, information security
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vulnerabilities, the diversion of resources fronm existing businesses, sites and technologiesn#i®lity to generate sufficient revenue to
offset the costs and expenses of acquisitionspatehtial loss of, or harm to, our relationshipgihvamployees, players and other suppliers as a
result of integration of new businesses.

Failure in our pursuit or execution of new businesaitiatives could have a material adverse impact our business.

Our growth strategy includes evaluating, considgeand executing new business initiatives. Executimgiew businesses initiatives can
be a difficult task. Although management attemptevaluate the risks inherent in a particular neftiaitive, there can be no assurance that we
will properly ascertain or assess all such riskthat subsequent events will not alter the riskds tie perceive at the time we decide to pursue
any new business initiative. New initiatives magaatlivert our management’s attention from otheinass issues and opportunities. Any
negative events or results that may arise as waipurew business initiatives may adversely affacteputation, business, financial condition
and results of operations.

Fluctuations in foreign currency exchange rates Wiffect our financial results, which we report it).S. dollars.

As we continue to expand our international operetiove become more exposed to the effects of fitictos in currency exchange rates.
We incur expenses for employee compensation aret offerating expenses at our non-U.S. locatiotisdriocal currency, and an increasing
percentage of our international revenue is fronygriewho pay us in currencies other than the WoBard Fluctuations in the exchange rates
between the U.S. dollar and those other currerncakl result in the dollar equivalent of such exgEnbeing higher and/or the dollar equive
of such foreignrdenominated revenue being lower than would be #élse & exchange rates were stable. This could aanegative impact on ¢
reported operating results.

The enactment of legislation implementing changesthe U.S. taxation of international business agties or the adoption of other tax
reform policies could materially impact our finanal position and results of operations.

The current administration has made public statésnedicating that it has made international téoma a priority, and key members of
the U.S. Congress have conducted hearings and ggdpe@w legislation. Recent changes to U.S. tag,lawluding limitations on the ability
taxpayers to claim and utilize foreign tax creditsl the deferral of certain tax deductions untiheeys outside of the United States are
repatriated to the United States, as well as clatm¥.S. tax laws that may be enacted in the éjttould impact the tax treatment of our
foreign earnings. Due to the large and expandiatgsaf our international business activities, ahgrges in the U.S. taxation of such activities
may increase our worldwide effective tax rate aadrhour financial position and results of operagion

A change in the application of the tax laws of vatis jurisdictions could result in an increase to pworldwide effective tax rate and
change in how we operate our business.

Our corporate structure and intercompany arrangesmnertiuding the manner in which we develop arel asr intellectual property and
the transfer pricing of our intercompany transadiare intended to provide us worldwide tax edficies. The application of the tax laws of
various jurisdictions, including the United Statwspur international business activities is subjednterpretation and depends on our ability to
operate our business in a manner consistent witieanporate structure and intercompany arrangemeéhtstaxing authorities of the
jurisdictions in which we operate may challenge methodologies for valuing developed technologintgrcompany arrangements, includ
our transfer pricing, or determine that the marinevhich we operate our business is not consistéthtthe manner in which we report our
income to the jurisdictions, which could increase worldwide effective tax rate and harm our fin@hposition and results of operations.
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Our facilities are located near known earthquakeuta zones, and the occurrence of an earthquake ther natural disaster could cause
damage to our facilities and equipment, which coulglquire us to curtail or cease operations.

Our principal offices and network operations centee located in the San Francisco Bay Area, amlarewn for earthquakes, and are
thus vulnerable to damage. We are also vulneraldamage from other types of disasters, includimggy loss, fire, explosions, floods,
communications failures, terrorist attacks and lsimévents. If any disaster were to occur, ouritghib operate our business at our facilities
could be impaired.

We may require additional capital to meet our fineial obligations and support business growth, aridst capital might not be available on
acceptable terms or at all.

We intend to continue to make significant investtaga support our business growth and may requid&ianal funds to respond to
business challenges, including the need to deved@pgames and features or enhance our existingggamgrove our operating infrastructure
or acquire complementary businesses, personndkahdologies. Accordingly, we may need to engagainty or debt financings to secure
additional funds. If we raise additional funds tgh future issuances of equity or convertible delnurities, our existing stockholders could
suffer significant dilution, and any new equity geties we issue could have rights, preferencespivileges superior to those of holders of
Class A common stock. Any debt financing that weuse in the future could involve restrictive covetgrelating to our capital raising
activities and other financial and operational ewattwhich may make it more difficult for us to aint additional capital and to pursue business
opportunities, including potential acquisitions. Wiay not be able to obtain additional financingemms favorable to us, if at all. If we are
unable to obtain adequate financing or financingesms satisfactory to us when we require it, dilitg to continue to support our business
growth and to respond to business challenges dmukignificantly impaired, and our business mapémened.

Risks Related to Our Class A Common Stock

The three class structure of our common stock hhas effect of concentrating voting control with thesstockholders who held our stock pr
to our initial public offering, including our founcer and Chief Executive Officer and our other exedut officers, employees and directors
and their affiliates; this limits our other stockHders’ ability to influence corporate matters.

Our Class C common stock has 70 votes per shar€lass B common stock has seven votes per shdrewarClass A common stock
has one vote per share. The holders of Class B amnstock and Class C common stock, including oundier and Chief Executive Officer,
Mark Pincus, and our other executive officers, epés and directors and their affiliates, collegtivhold approximately 97.8% of the voting
power of our outstanding capital stock. Mr. Pinbeseficially owns approximately 36.0% of the totating power of our outstanding capital
stock. As a result, Mr. Pincus and the other haldéour Class B common stock will continue to haigmificant influence over the
management and affairs of the company and contel matters requiring stockholder approval, inahgdihe election of directors and
significant corporate transactions, such as a mengether sale of our company or our assets Heiféreseeable future.

Future transfers or sales by holders of Class Bnwomstock or Class C common stock will result iosi shares converting to Class A
common stock, which will have the effect, over timé&increasing the relative voting power of theseckholders who retain their existing
shares of Class B or Class C common stock. Iniaddias shares of Class B common stock are traesfer sold and converted to Class A
common stock, the sole holder of Class C commarkstdr. Pincus, will have greater relative votingnerol to the extent he retains his exis
shares of Class C common stock, and as a resatithé in the future control a majority of our totalting power. Mr. Pincus is entitled to vote
his shares in his own interests and may do so.
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Certain provisions in our charter documents and uvedDelaware law could limit attempts by our stocktlers to replace or remove our
board of directors or current management and lintite market price of our Class A common stock.

Provisions in our certificate of incorporation amdaws may have the effect of delaying or preveptihanges in our board of directors or
management. Our certificate of incorporation anidg include provisions that:

» establish an advance notice procedure for stockhg@rbposals to be brought before an annual meetiolyding propose:
nominations of persons for election to our boardioéctors;

» prohibit cumulative voting in the election of ditecs; anc
» reflect three classes of common stock, as discleisede.
These provisions may frustrate or prevent any gitefny our stockholders to replace or remove oteot management by making it
more difficult for stockholders to replace membefreur board of directors, which is responsibledppointing the members of our
management. In addition, because we are incorgbratBelaware, we are governed by the provisionSaaftion 203 of the Delaware General

Corporation Law, which generally prohibits a Delagvaorporation from engaging in any of a broad eaofjbusiness combinations with any
“interested” stockholder for a period of three yefmlowing the date on which the stockholder beeam “interested” stockholder.

Our share price has been and will likely continue be volatile.

The trading price of our Class A common stock heenb and is likely to continue to be, highly vdiatind could be subject to wide
fluctuations in response to various factors, sometich are beyond our control. Since shares of@ass A common stock were sold in our
initial public offering in December 2011 at a prize$10.00 per share, our stock price has ranged $7.97 to $14.35, through February 22,
2012. In addition to the factors discussed in tl&sgk Factors” and elsewhere in this Annual Report-orm 10-K, factors that may cause
volatility in our share price include:

» changes in projected operational and financialltgs

» issuance of new or updated research or reportediyisies analysts

* market rumors or press repoi

» the use by investors or analysts of t-party data regarding our business that may nateeélur actual performanc
» the expiration of contractual lo-up agreement:

» fluctuations in the valuation of companies percdibg investors to be comparable to

» fluctuations in the trading volume of our sharasthe size of our public float relative to the tatamber of shares of our Class A,
Class B and Class C common stock that are issudw@standing

» share price and volume fluctuations attributablentmnsistent trading volume levels of our shases}
» general economic and market conditic

Furthermore, the stock markets have experiencedragtprice and volume fluctuations that have adféend continue to affect the
market prices of equity securities of many companldese fluctuations often have been unrelateisproportionate to the operating
performance of those companies. These broad mankiet
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industry fluctuations, as well as general economiditical and market conditions such as recessimsrest rate changes or international
currency fluctuations, may negatively impact theketaprice of our Class A common stock. In the pesimpanies that have experienced
volatility in the market price of their stock halveen subject to securities class action litigatitle.may be the target of this type of litigation in
the future. Securities litigation against us cadsult in substantial costs and divert our managésiattention from other business concerns,
which could harm our business.

Our Class A common stock price may be volatile do¢hird-party data regarding our games.

Third parties, such as AppData, publish daily @dtaut us and other social game companies with cesp®AUs and MAUs and other
information concerning social game usage, in paldicon Facebook. These metrics can be volatildicoéarly for specific games, and in ma
cases do not accurately reflect the actual levielsage of our games across all platforms and magarrelate to our bookings or revenue fi
the sale of virtual goods. There is a possibilitgttthird parties could change their methodolofpesalculating these metrics in the future. To
the extent that securities analysts or investose iaeir views of our business or prospects on thiddt-party data, the price of our Class A
common stock may be volatile and may not refleetglrformance of our business.

If securities or industry analysts do not publiskesearch about our business, or publish negativearp about our business, our share pri
and trading volume could decline.

The trading market for our Class A common stoclsdme extent, depends on the research and repattsdcurities or industry analysts
publish about our business. We do not have anya@ooxer these analysts. If one or more of theysialwho cover us downgrade our share
change their opinion of our shares, our share primeld likely decline. If one or more of these afst$ cease coverage of our company or fi
regularly publish reports on us, we could losebiiigy in the financial markets, which could causg share price or trading volume to decline.

Future sales or potential sales of our Class A commstock in the public market could cause our shamece to decline.

We have a small public float relative to the tataimber of shares of our Class A, Class B and @assmmon stock that are issued and
outstanding and a substantial majority of our igsared outstanding shares are currently restricteadrasult of securities laws, lock-up
agreements or other contractual restrictions #strict transfers.

Upon completion of the release of the underwritirskup from our initial public offering, currentcheduled to expire on May 28, 20
approximately 687.9 million shares will be eligilite sale upon the expiration of lock-up agreemesubject in some cases to volume and
other restrictions of Rule 144 and Rule 701 unberSecurities Act of 1933, as amended. In additlmmholders of 363,241,145 shares of C
B common stock, or 50.34% of our total outstandiagimon stock, based on shares outstanding as ehier 31, 2011, will be entitled to
rights with respect to registration of these shareger the Securities Act pursuant to an investights agreement. If these holders of our C
B common stock, by exercising their registratigrhts, sell a large number of shares, they coul@i@ly affect the market price for our
Class A common stock. If we file a registratiorntataent for the purposes of selling additional shaoeraise capital and are required to include
shares held by these holders pursuant to the erentitheir registration rights, our ability togaicapital may be impaired. Sales of substantial
amounts of our Class A common stock in the publickat following the release of the lock-up or othise, or the perception that these sales
could occur, could cause the market price of oas€IA common stock to decline.
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If we are unable to implement and maintain effeatiinternal control over financial reporting in théuture, the accuracy and timeliness
our financial reporting may be adversely affected.

If we are unable to maintain adequate internalrotsmfor financial reporting in the future, or ifioauditors are unable to express an
opinion as to the effectiveness of our internaltmaa as required pursuant to the SarbaDekey Act, investor confidence in the accuracy of
financial reports may be impacted or the marketepdf our Class A common stock could be negatiirafyacted.

The requirements of being a public company may straur resources, divert management’s attention aaffect our ability to attract and
retain qualified board members.

We are subject to the reporting requirements ofbeurities Exchange Act of 1934, as amended,eoEitthange Act, the Sarbanes-
Oxley Act, the Dodd-Frank Act, the listing requirents of the NASDAQ Global Select Market and othglimable securities rules and
regulations. Compliance with these rules and reguia has increased and will continue to increasdegal and financial compliance costs,
make some activities more difficult, time-consumargcostly and increase demand on our systemsesudirces. The Exchange Act requires,
among other things, that we file annual, quartarig current reports with respect to our businedsoperating results.

We also expect that being a public company, sulijettiese rules and regulations, will make it mexpensive for us to obtain director
and officer liability insurance, and we may be rieggi to accept reduced coverage or incur substhntigher costs to obtain coverage. These
factors could also make it more difficult for usattract and retain qualified members of our badrdirectors, particularly to serve on our audit
committee and compensation committee, and qualifiegtutive officers.

As a result of disclosure of information in filingsquired of a public company, our business arahfiial condition will become more
visible, which we believe may result in threatepea@ctual litigation, including by competitors aoither third parties. If such claims are
successful, our business and operating resultsldmharmed, and even if the claims do not resditigation or are resolved in our favor,
these claims, and the time and resources necessayolve them, could divert the resources ofrnanagement and harm our business and
operating results.

We do not intend to pay dividends for the foreselediture.

We have never declared or paid any cash dividendsiocommon stock and do not intend to pay anl daddends in the foreseeable
future. We anticipate that we will retain all ofrduture earnings for use in the development oftmusiness and for general corporate purposes.
Any determination to pay dividends in the futurdl e at the discretion of our board of directdkscordingly, investors must rely on sales of
their Class A common stock after price appreciatwnich may never occur, as the only way to readimg future gains on their investments.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

We lease approximately 556,000 square feet of@fjmace for our corporate headquarters in San iBcancalifornia under leases that
expire between 2012 and 2018. These facilitieseatlyr accommodate our principal executive, develepimengineering, marketing, business
development, human resources, finance, legal,nmition technology and administrative activities.
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We lease additional domestic office space in Cadskalifornia; Los Angeles, California; Mountaimew, California; Timonium, Maryland;
Cambridge, Massachusetts; New York, New York; Sysac New York; Portland, Oregon; Allan, Texas; Austexas; McKinney, Texas; and
Seattle, Washington. We lease office and data ceptee in California and Virginia. We lease offider our foreign operations in: Toronto,
Canada; Beijing, China; Bielefeld-Sennestadt, Geym&rankfurt, Germany; Bangalore, India; Dublireland; Tokyo, Japan; Luxembourg

City, Luxembourg; and Farnham, United Kingdom. TEhadditional domestic and international faciliie&l approximately 456,000 square
feet.

We believe that our existing facilities are sufiaf for our current needs. We intend to add neilitias and expand our existing facilities
as we add employees and expand our markets, abeliege that suitable additional or substitute spail be available as needed to
accommodate any such expansion of our operations.

ITEM 3. LEGAL PROCEEDINGS

For a description of our material legal proceedjrsge Note 11 —“Commitments and ContingencieshNotes to the consolidated

financial statements, which is incorporated hebgimeference.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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Part 1l

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our Class A common stock has been listed on theIW Global Select Market under the symbol “ZNGAhsg December 16, 2011.
Prior to that time, there was no public marketdaor stock. The following table sets forth for tinelicated periods the high and low sales prices
per share for our Class A common stock on the NAQD®Bobal Select Market.

High Low
Fourth Quarter 2011 (from December 16, 2C $11.5C $8.7%

Our Class B common stock and Class C common sgocétilisted nor traded on any stock exchange.

Holders of Record

As of December 31, 2011, there were approximat@®/stockholders of record of our Class A commoglstand the closing price of our
Class A common stock was $9.41 per share as repont¢he NASDAQ Global Select Market. Because nafrgur shares of Class A comm
stock are held by brokers and other institutiondealf of stockholders, we are unable to estirtieetotal number of stockholders represented
by these record holders. As of December 31, 20ttetwere approximately 1,461 stockholders of ieobour Class B common stock, and
Mr. Pincus, our Chief Executive Officer, remaine thinly holder of Class C common stock.

Dividend Policy

We have never declared or paid any cash dividermbowommon stock. We intend to retain any futaemgs and do not expect to pay
dividends in the foreseeable future.

Purchases of Equity Securities by the Issuer and #fiiated Purchasers
None.

Recent Sale of Unregistered Securities

(&) From January 1, 2011 to December 31, 2011, optimpsirchase 8,729,468 shares have been exercisad lgynployees, directot
consultants and former employees for cash congidare the aggregate amount of $98,974,947. Franudry 1, 2011 to
December 31, 2011, we granted restricted stocls imit66,907,000 shares to our employees and dire:

(b) Issuances of Capital Sto

1) On February 18, 2011, we issued 34,927,368 studreur Series C preferred stock, par value $@06R5, to accredited
investors at a price per share of $14.029115 faggregate purchase price of $490,000,!

2) From January 1, 2011 to December 31, 2011, sveetsan aggregate of 2,605,327 shares of our Sefesferred stock, par
value $0.00000625, as consideration to certainsitove in connection with acquisitior

The offers, sales and issuances of the securigigsrithed in paragraph (a) above were deemed trdyap from registration under the
Securities Act under either (1) Rule 701 promuldateder the Securities Act as offers and sale @iriféies pursuant to certain compensatory
benefit plans and contracts relating to
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compensation in compliance with Rule 701 or (2)t®ac4(2) of the Securities Act as transactionghbyssuer not involving any public

offering, or because they did not involve a safesegurities. The recipients of securities in eatthese transactions represented their intention
to acquire the securities for investment only aatiwith view to or for sale in connection with adigtribution thereof and appropriate legends
were affixed to the stock certificates and instrategssued in such transactions. All recipients &deluate access, through their relationships
with us, to information about us.

The offers, sales, and issuances of the secuditigsribed in paragraph (b) above were deemed ¢xdrapt from registration under the
Securities Act in reliance on Section 4(2) of tee@ities Act or Regulation D promulgated thereursdetransactions by an issuer not
involving a public offering. The recipients of seities in each of these transactions acquired ¢gkarities for investment only and not with a
view to or for sale in connection with any distiilon thereof and appropriate legends were affixetihé securities issued in these transactions.
Each of the recipients of securities in these tatisns was an accredited or sophisticated pensdinad adequate access, through employ!
business or other relationships, to informationuahs.

Use of Proceeds

On December 15, 2011, our registration statemeiiosm S-1 (File No. 333-75298) was declared effective for our initial paldffering
pursuant to which we sold 100,000,000 shares cfs<Cfacommon stock at a public offering price of $00per share for an aggregate offering
price of $1.0 billion. Morgan Stanley & Co. LLC a@bldman, Sachs & Co. acted as joint bookrunningagars and representatives of the
underwriters for the offering, BofA Merrill LynciBarclays Capital Inc. and J.P. Morgan Securitie€ldcted as additional joint bookrunning
managers and Allen & Company LLC acted as seniananager for the offering.

As a result of our initial public offering, we réeed net proceeds of $961.4 million, after dedugtimderwriting discounts and
commissions and other offering expenses. Noneeéipenses associated with the initial public affgewere paid to directors, officers or
persons owning ten percent or more of our commacksir to their associates, or to our affiliates.

We intend to use the net proceeds to us from ftialipublic offering for general corporate purpssicluding working capital, game
development, marketing activities and capital exiiteines. In addition, we may use a portion of thecpeds from the initial public offering for
acquisitions of or investments in complementaryiesses, technologies or other assets. We alsadimdecontribute a portion of the net
proceeds to charitable causes through Zynga.orgplilanthropic initiative. As of February 29, 2Q1Be net offering proceeds have been
invested in money market funds, debt instruments®J.S. government and its agencies and hightayadlity corporate issuers. There has
been no material change in the planned use of pdsciom our initial public offering as describadour final prospectus filed with the SEC
pursuant to Rule 424(b) on December 15, 2011.
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Stock Performance Graph

This performance graph shall not be deemed “fifed’purposes of Section 18 of the Securities Exghafict of 1934, as amended (the
“Exchange Act”), or otherwise subject to liabilgiender that section and shall not be deemed itocheporated by reference into any filing of
Zynga Inc. under the Securities Act of 1933, asraded, or the Exchange Act, except as shall be sgjyraet forth by specific reference in
such filing.

The following graph compares, for the 15 day pesaded December 31, 2011, the cumulative totakbktmder return for Zynga's Class
A common stock, the Standard and Poor’s 500 Stod&X (the “S&P 500 Index”), the NASDAQ 100 Indexdahe NASDAQ Internet Index.
The measurement points in the graph below are Dieeef®, 2011 (the first trading day of our Classofnmon stock on the NASDAQ Global
Select Market) and the last trading day of thedlisear ended December 31, 2011. The graph asshate®100 was invested on December 16,
2011 in the Class A common stock of Zynga Inc.,384> 500 Index, the NASDAQ 100 Index and the NASDrnet Index and assumes

reinvestment of any dividends. The stock pricegrenince on the following graph is not necessanifiiative of future stock price
performance.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial dsttauld be read in conjunction with “Management’sddission and Analysis of
Financial Condition and Results of Operations” and audited consolidated financial statements afated notes, which are included
elsewhere in this Annual Report on Form 10-K. Toesolidated statements of operations data for ¢faesyended December 31, 2011, 2010
and 2009 as well as the consolidated balance datetis of December 31, 2011 and 2010 are deniwadthe audited consolidated financial
statements that are included elsewhere in this AlhRaport on Form 10-K. The consolidated stateroénperations data for the period from
inception (April 19, 2007) to December 31, 2007 &rdthe 12 months ended December 31, 2008, asasdhe consolidated balance sheet
as of December 31, 2009, 2008 and 2007, are defiigadaudited consolidated financial statements &n@ not included in this Annual Report
on Form 10-K. Our historical results are not neaghsindicative of the results to be expectedria future.

Period from
Inception
(April 19, 2007)
Year Ended December 31, to December 31
2011 2010 2009 2008 2007

(in thousands, except per share, users and ABPU dgi
Consolidated Statements of Operations Date

Revenue $1,140,101 $597,45¢ $121,46 $ 19,41( $ 692
Costs and expense
Cost of revenu 330,04 176,05: 56,707 10,017 18¢
Research and developme 727,01¢ 149,51¢ 51,02¢ 12,16( 86¢
Sales and marketir 234,19¢ 114,16! 42,26¢ 10,98: 231
General and administrati\ 254,45t 32,25: 24,24 8,83¢ 2717
Total costs and expens 1,545,711 471,98 174,24! 41,997 1,56¢
Income (loss) from operatiol (405,61¢) 125,47 (52,77%) (22,587 (879)
Interest incomt 1,68( 1,222 177 31¢ 22
Other income (expense), r (2,20€) 36E (209) 187 8
Income (loss) before income tax (406,147) 127,05¢ (52,810 (22,077) (847)
(Provision for) / benefit from income tax 1,82¢ (36,464) (12) (38) )
Net income (loss $ (404,319 $ 90,59¢ $(52,827) $(22,11%) $ (84¢€)
Deemed dividend to a Serie-2 convertible preferred stockholc — 4,59( — — —
Net income attributable to participating securi — 58,11( — — —
Net income (loss) attributable to common stockhisl $ (404,316 $ 27,89¢ $(52,82)) $(22,11%) $ (84€)
Net income (loss) per share attributable to comstonkholders
Basic $ (1.40 $ 0.1z $ (0.3) $ (0.1§) $ (0.0¢€)
Diluted $ (1.40 $ 011 $ (0.3) $ (0.1§) $ (0.06)

Weighted average common shares used to compuiecoate (loss) per share
attributable to common stockholde
Basic 288,59¢ 223,88: 171,75: 119,99( 14,25t
Diluted 288,59¢ 329,25t 171,75: 119,99( 14,25t

Other Financial and Operational Data:

Bookings(1) $1,155,50! $838,89¢ $328,07( $ 35,94¢ $ 1,351
Adjusted EBITDA(2) $ 303,27 $392,73¢ $168,18" $ 4,54¢ $ (a8t
Average DAUSs (in millions)(3 57 56 41 NA NA
Average MAUSs (in millions)(4 232 217 152 NA NA
Average MUUs (in millions)(5 151 11€ 8€ NA NA
ABPU(6) $ 0.05¢ $ 0.041 $ 0.03¢ NA NA

NA means data is not availab
(1) See the section titled “Non-GAAP Financial Me&s” below for how we define and calculate bookjragreconciliation between bookings and reverheentost directly comparable
GAAP financial measure and a discussion aboutithieations of bookings and adjusted EBITC
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@
©)

©)

®)

(6)

See the section titled “Non-GAAP Financial Me&s” below for how we define and calculate adid€EBITDA, a reconciliation between adjusted EBITRAd net income (loss), the
most directly comparable GAAP financial measure amtiscussion about the limitations of bookings adpisted EBITDA

DAUs is the number of individuals who playedeasf our games during a particular day, as recobyealr internal analytics systems. Average DAUhéaverage of the DAUSs for
each day during the period reported. See the setitied “Management’s Discussion and Analysis wfahcial Condition and Results of Operations—Keytfide—Key Operating
Metrice—DAUS” for more information on how we define and calcul#&Us. This reflects 2009 data commencing on JulgQaD9.

MAUSs is the number of individuals who playegarticular game during a 30-day-period, as recoljedur internal analytics systems. Average MAUth&s average of the MAUs at
each month-end during the period reported. Seedbton titled “Management’s Discussion and Analyi Financial Condition and Results of Operatiof&@y-Metrics—Key
Operating Metric—MAUSs” for more information on how we define and calculsii&Us. This reflects 2009 data commencing on JylgaD9.

MUUs is the number of unique individuals whayed any of our games on a particular platformrdue 30elay period, as recorded by our internal analytyssesns. Average MUUs
the average of the MUUs at each month-end duriagériod reported. See the section titled “Managetm®iscussion and Analysis of Financial Conditaomd Results of
Operation—Key Metric—Key Operating Metri—MUUSs” for more information on how we define and calculsiedUs. This reflects 2009 data commencing on Julg0D9.

ABPU is defined as (i) our total bookings igiaen period, divided by (ii) the number of dayghiat period, divided by (iii) the average DAUSs idigrthe period. See the section titled
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations—Key Metrics—Kgyerating Metrics—ABPU” for more information onwkave define and
calculate ABPU. This reflects 2009 data commenocinguly 1, 2008

Stock-based compensation included in the stateneéimiserations data above was as follows:

Period from Inception
Year Ended December 31,

(April 29, 2007) to
December 31,
2011 2010 2009 2008 2007
(in thousands)

Cost of revenu $ 17,66( $ 2,12¢ $ 443 $ 22 $ —
Research and developm 374,92( 10,24 1,817 22¢ 17
Sales and marketir 81,32¢ 7,89¢ 51€& 381 —
General and administrati\ 126,30¢ 5,42 1,212 60 3
Total stocl-based compensatic $600,21: $25,69¢ $3,99( $68¢ $ 20

Period from Inception
Year Ended December 31,

(April 19, 2007) to
December 31,
2011 2010 2009 2008 2007
(in thousands)

Consolidated Balance Sheet Datz¢

Cash, cash equivalents and marketable secu $1,917,601 $ 738,09( $199,95¢ $35,55¢ $ 5,731
Property and equipment, r 246,74( 74,95¢ 34,82% 4,052 267
Working capital 1,355,22. 385,56¢ (12,49¢) 8,37¢ 4,71¢
Total asset 2,516,641 1,112,57. 258,84 45,36 6,01¢
Deferred revenu 480,64! 465,23t 223,79¢ 17,19¢ 65¢
Total stockholder equity (deficit) 1,749,53! 482,21 (21,479 12,99¢ 4,75¢

Non-GAAP Financial Measures

Bookings
To provide investors with additional informationcaib our financial results, we disclose within tAisnual Report on Form 10-K,

bookings, a non-GAAP financial measure. We haveigeal below a reconciliation between bookings awknue, the most directly
comparable GAAP financial measure.

Bookings is a noiisAAP financial measure and is equal to revenuegeized in the period plus the change in deferredmae during th

period. For additional discussion of the estimateerage life of virtual goods, see
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the section titled “Management’s Discussion andIpsia of Financial Condition and Results of Opemag—Revenue Recognition.”

We use bookings to evaluate the results of ouratjoers, generate future operating plans and asiseggerformance of our company.
While we believe that this non-GAAP financial measis useful in evaluating our business, this imfation should be considered as
supplemental in nature and is not meant as a sutestor revenue recognized in accordance with GAlARddition, other companies,
including companies in our industry, may calculadekings differently or not at all, which reducesusefulness as a comparative measure.

The following table is a reconciliation of reverteebookings for each of the periods presented:

Period from Inception
Year Ended December 31,

(April 19, 2007) to
December 31,
2011 2010 2009 2008 2007
(in thousands)

Reconciliation of Revenue to Bookings

Revenue $1,140,10 $597,45! $121,46° $19,41( $ 692
Change in deferred reven 15,40¢ 241,43 206,60: 16,53¢ 65€
Bookings $1,155,50! $838,89¢ $328,07( $35,94¢ $ 1,351

In July 2010, we began migrating to Facebook Cseatitthe primary payment method for our games gldy@ugh Facebook, and by
April 2011, we had completed this migration. Faadbremits to us an amount equal to 70% of the fatee of Facebook Credits purchasec
our players for use in our games. We record boakargl recognize revenue net of amounts retainéthbgbook. Prior to the adoption of
Facebook Credits, we recorded a majority of oumenjame revenue at the gross price charged toutstemer.

Adjusted EBITDA

To provide investors with additional informationcaib our financial results, we disclose within tAisnual Report on Form 10-K adjusted
EBITDA, a non-GAAP financial measure. We have pded below a reconciliation between adjusted EBIT&W net income (loss), the most
directly comparable GAAP financial measure.

We have included adjusted EBITDA in this Annual Bemn Form 10-K because it is a key measure weaisgaluate our operating
performance, generate future operating plans, aadermtrategic decisions for the allocation of @piccordingly, we believe that adjusted
EBITDA provides useful information to investors amithers in understanding and evaluating our opegagsults in the same manner as our
management and board of directors. While we belibaethis non-GAAP financial measure is usefub¥aluating our business, this
information should be considered as supplementahiore and is not meant as a substitute for tlageckfinancial information prepared in
accordance with GAAP.
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The following table presents a reconciliation of ileome (loss) to adjusted EBITDA for each of gegiods indicated:

Period from Inception

(April 19, 2007) to

Year Ended December 31, December 31,
2011 2010 2009 2008 2007
(in thousands)
Reconciliation of Net Income (Loss) to Adjustet
EBITDA:

Net income (loss $(404,31¢) $ 90,59 $(52,82) $(22,11%) $ (84€)
(Provision for) / benefit from income tax (1,82¢) 36,46¢ 12 38 3
Other income (expense), r 2,20¢ (365) 20¢ (187) (8
Interest incom (2,680 (1,222 a77) (319 (22)
Gain (loss) from legal settlemer (2,145 (39,34¢) — 7,00( —
Depreciation and amortizatic 95,41 39,48! 10,37 2,90t 1C
Stock-based compensatic 600,21: 25,69¢ 3,99( 68¢ 2C
Change in deferred reven 15,40¢ 241,43’ 206,60 16,53¢ 65€
Adjusted EBITDA $ 303,27- $392,73¢ $168,18 $ 4,54¢ $ (185)

Limitations of Bookings and Adjusted EBITDA
Some limitations of bookings and adjusted EBITDA:ar

» adjusted EBITDA does not include the impact of k-based compensation expen

* Dbookings and adjusted EBITDA do not reflect thatdeger and recognize online game revenue and pexthiertising transactions
revenue over the estimated average life of virgoalds or as virtual goods are consun

» adjusted EBITDA does not reflect income tax payra¢hat may represent a reduction in cash avaitahls;

» adjusted EBITDA does not include other income axgkase, which includes foreign exchange gains asgkls

» adjusted EBITDA excludes depreciation and amoittmadnd although these are non-cash charges, $le¢ésdseing depreciated and

amortized may have to be replaced in the fut

» adjusted EBITDA does not include gains and losses@ated with legal settlements; ¢

» other companies, including companies in our ingusiray calculate bookings and adjusted EBITDA défely or not at all, which

reduces their usefulness as a comparative me:

Because of these limitations, you should considekmgs and adjusted EBITDA alongside other finahperformance measures,
including revenue, net income (loss) and our fianesults presented in accordance with GAAP.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion of ouafficial condition and results of operations in cargtion with the consolidated financ
statements and the related notes included elsewhéhés Form 10-K. The following discussion contaforward-looking statements that
reflect our plans, estimates and beliefs. Our akctasaults could differ materially from those dissad in the forward-looking statements.
Factors that could cause or contribute to thesédénces include those discussed below and elsevitnéhnis Form 1-K, particularly in
“Special Note Regarding Forward-Looking Statemerasd “Risk Factors.”

Overview

We are the world’s leading provider of social gaseevices with 240 million average MAUs in over Icuntries. We have launched the
most successful social games in the industry i @at¢he last three years and generated over $ili&% in cumulative revenue and over
$2.35 billion in cumulative bookings since our iptien in 2007. Our games are accessible on Facelotiodr social networks and mobile
platforms to players worldwide, wherever and whemekiey want. All of our games are free to playd ame generate revenue through the in-
game sale of virtual goods and advertising.

We are a pioneer and innovator of social gamesadadder in making play a core activity on the iné¢. We believe our leadership
position in social games is the result of our digant investment in our people, content, brandht®logy and infrastructure. Highlights in our
history include:

» In April 2007, we began operations and by the €2D08 had launched several games, incluZynga Pokein July 2007 ant
Mafia Warsin June 2008 on multiple platforms, including Famalband Myspace. In addition, in June 2008, we meduheYoVille
game in order to expand our game portfolio. As e€&mber 31, 2008, we had 157 employ

* In June 2009, we launch&rmVille, which quickly became the most popular social gam&acebook. In the second half of 2(
we launched several other games, includiadé Worldin September 2009. In the fourth quarter of 2008 ashieved $144.6
million in bookings. As of December 31, 2009, wel 1576 employee:

* In 2010, we saw continued growth from existing gaaed new game launches. We laundhemhtierVille in June 2010 and
CityVille in December 2010. During 2010, in order to enhanaeproduct portfolio and game development cap@dsliaround the
world, we acquired several companies, including dégwinc., the creator of the mobile gards with Friends In the fourth
quarter of 2010, we achieved $243.5 million in bagk. As of December 31, 2010, we had 1,483 empk

* In 2010, we entered into an addendum with Faceliwakmodified Faceboc s standard terms and conditions for game develc
as they apply to us and that govern the promottribution and operation of our games on Facebboluly 2010, we began
migrating to Facebook Credits, and by April 201 &, mad migrated all of our games on Facebook tobeateCredits

» Inthe first quarter of 2011, we releasFarmVille English Countrysid, an expansion cFarmVille . We also launcheWords with
Friendson the Google Android platform in the first quar

» Inthe second quarter of 2011, we launcEmpires & Allies, our first strategy combat game, éHanging with Friends, a mobile
game that was developed in our Zynga with Frietadia.

* In the third quarter of 2011, we launchiediana Jones™ Adventure Worahd releasetVords with Frienden Facebook and
achieved $287.7 million in bookings. As of Septem®® 2011, we had 2,789 employe

* In the fourth quarter of 2011, we launchedstleVilleand achieved $306.5 million in bookings. As of Daber 31, 2011, we had
2,846 employee:
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In 2011, our revenue and bookings were $1.14 hillind $1.16 billion, respectively, which represdrnitereases from 2010 of $542.6
million and $316.6 million, respectively. Considterth our free-to-play business model, comparedltplayers who play our games in any
period, only a small portion are payers. Becausetiportunity for social interactions increasethasnumber of players increases, we believe
that maintaining and growing our overall numbeplafyers, including the number of players who malypwchase virtual goods, is important
to the success of our business. As a result, wevagethat the number of players who choose to @selvirtual goods will continue to constit
a small portion of our overall players as our basggrows.

The games that constitute our top three gamesoxagytime but historically the top three revenueeagating games in any period
contributed the majority of our revenue. Our topeghgames accounted for 57%, 78% and 83% of oimeoghme revenue in 2011, 2010 and
2009, respectively. The reduction in percentagentihe game revenue related to our top three gamesrred throughout these periods as new
games were launched and we recognized revenuetlfiese games.

We made significant investments in 2011 to drivegleerm growth. We continue to invest in game develepincreating both new gan
and new features and content in existing gamegydedito engage our players. We are also investinghier key areas of our business,
including international market development, molitganes and our technology infrastructure. In 20X2ewpect to make capital expenditure
up to $160 million as we invest in network infrastiure to support our expected growth and to caoetio improve the player experience.

How We Generate Revenue

We operate our games as live services that allayeps to play for free. We generate revenue prigniim the in-game sale of virtual
goods and advertising.

Online GameWe provide our players with the opportunity to gwase virtual goods that enhance their game-plagipgrience. We
believe players choose to pay for virtual goodsliiersame reasons they are willing to pay for oftvens of entertainment. They enjoy the
additional playing time or added convenience, thifita to personalize their own game boards, théstaction of leveling up and the
opportunity for sharing creative expressions. Wieebe players are more likely to purchase virtuadds when they are connected to and
playing with their friends, whether those friendaypfor free or also purchase virtual goods.

In May 2010, we entered into an addendum to Fadébatandard terms and conditions requiring usaandition our payment method to
Facebook Credits, Facebook’s proprietary paymeihoag as the primary means of payment within ounes played through Facebook. We
began migrating to Facebook Credits in July 20hd,ia April 2011, we completed this migration. Undleis addendum, Facebook remits to us
an amount equal to 70% of the face value of Fadefwedits purchased by our players for use in aumes. We recognize revenue net of
amounts retained by Facebook. Prior to this addendee used third-party payment processors andthaik processors service fees ranging
from 2% to 10% of the purchase price of our virlgabds which were recorded in cost of revenue.d?tagan purchase Facebook Credits from
Facebook, directly through our games or throughegeands purchased from retailers and distributors.

On platforms other than Facebook, players purchaseirtual goods through various widely acceptagirpent methods offered in the
games, including credit cards, PayPal, Apple iTulamounts and direct wires. Players can purchase gards from retailers and distributors
for use on these platforms.

Advertising.Advertising revenue primarily includes brandedwéltgoods and sponsorships, engagement ads ams, offebile ads and
display ads. We generally report our advertisingneie net of amounts due to advertising agenciébeokers.

Revenue growth will depend largely on our abilityattract and retain players and more effectivebyatize our player base through the
sale of virtual goods and advertising. We intendddhis through the launch of new games, enhancente current games and expansion into
new markets and distribution platforms.
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Key Metrics

We regularly review a number of metrics, includthg following key metrics, to evaluate our busin@ssasure our performance, iden
trends in our business, prepare financial projestiand make strategic decisions.

Key Financial Metrics

BookingsBookings is a non-GAAP financial measure that isatdo revenue recognized during the period intamto the change in
deferred revenue during the period. Bookings, g®sed to revenue, is the fundamental top-line mete use to manage our business, as we
believe it is a better indicator of the sales attiin a given period. Over the long term, the astimpacting our bookings and revenue are the
same. However, in the short term, there are fathatsmay cause revenue to exceed or be less tokings in any period.

Adjusted EBITDAAdjusted EBITDA is a nhon-GAAP financial measuretth& calculate as net income (loss), adjusteddnvision
for) / benefit from income taxes; other income (@xge), net; interest income; gain (loss) from lesg#ilements; depreciation and amortization;
stock-based compensation and change in deferreduev We believe that adjusted EBITDA provides wiseformation to investors and
others in understanding and evaluating our opega#sults in the same manner as our managemeiioand of directors. For a reconciliation
of net income (loss) to adjusted EBITDA, see thetisa titled “—Non-GAAP Financial Measures” Includién Iltem 6. Selected Consolidated
Financial Data of this Annual Report on Form 10-K.

Key Operating Metrics

We manage our business by tracking several opgratetrics: “DAUs,” which measures daily active ssef our games, “MAUSs,vhich
measures monthly active users of our games, “MUWkjth measures monthly unique users of our gatMidPs,” which measure monthly
unigue payers in our games, and “ABPU,” which measour average daily bookings per average DAUW) e&evhich is recorded by our
internal analytics systems.

DAUs. We define DAUs as the number of individuals wieypd one of our games during a particular day.ddiis metric, an
individual who plays two different games on the sahay is counted as two DAUSs. Similarly, an indiadilwho plays the same game on two
different platforms (e.g., web and mobile) or omtdifferent social networks on the same day woelddunted as two DAUs. Average DAUs
for a particular period is the average of the DAbIseach day during that period. We use DAU as asuee of audience engagement.

MAUs.We define MAUs as the number of individuals whoypld a particular game in the 30-day period endiith the measurement
date. Under this metric, an individual who play® tlfferent games in the same 30-day period is wmlas two MAUs. Similarly, an
individual who plays the same game on two diffeygdatforms (e.g., web and mobile) or on two diffgreocial networks in a 30-day period
would be counted as two MAUs. Average MAUSs for ipalar period is the average of the MAUs at earinth-end during that period. We
use MAU as a measure of total game audience size.

MUUs. We define MUUs as the number of unique individwalte played any of our games on a particular plaifor the 30-day period
ending with the measurement date. An individual wlays more than one of our games in a given 30paaipd would be counted as a single
MUU. However, because we cannot always distingursfjue individuals playing across multiple platf@;man individual who plays any of our
games on two different platforms (e.g., web andifedn a given 30day period may be counted as two MUUs in the etlattwe do not hav
data that allows us to de-duplicate the player.aBee many of our players play more
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than one game in a given 30-day period, MUUs amays lower than MAUs in any given time period. Aage MUUSs for a particular period is
the average of the MUUs at each month-end duriagghriod. We use MUU as a measure of total audieeach across our network of games.

MUPs. We define MUPs as the number of unique players mhde a payment at least once during the appéicabhth through a
payment method for which we can quantify the nundfemique payers, including mobile payers. MUPssloot include payers who use
certain smaller web-based payment methods for wiiielsannot quantify the number of unique payera.gfayer made a payment in our
games on two separate platforms (e.g. Facebooksandle+) in a period, the player would be countetixs unique payers in that period.
Monthly unique payers are presented as a quadgdyage of the three months in the applicable quart

Average Bookings per User (ABPWYe define ABPU as (i) our total bookings in a giymariod, divided by (ii) the number of days in!
period, divided by, (iii) the average DAUs duritigtperiod. We believe that ABPU provides usefubinfation to investors and others in
understanding and evaluating our results in theesawanner as our management and board of dirett@sise ABPU as a measure of overall
monetization across all of our players throughghle of virtual goods and advertising.

Our business model for social games is designdkatpas there are more players that play our gasoesal interactions increase and the
more valuable the games and our business becofiengaged players of our games help drive our bagskand, consequently, both online
game revenue and advertising revenue. Virtual gacelpurchased by players who are socializing witihmpeting against or collaborating w
other players, most of whom do not buy virtual gao8iccordingly, we primarily focus on bookings, DAldnd ABPU, which together we
believe best reflect the economic value of all af players.

For the Three Months Ended

Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2011 2011 2011 2011 2010 2010 2010 2010
(users in millions)
Average DAUs 54 54 59 62 48 49 60 67
Average MAUs 24C 227 22¢ 23€ 19t 20z 234 23€
Average MUUs 153 152 151 14€ 111 11C 11¢ 124
Average MUPs (in thousand 2,901 2,56¢ N/A N/A N/A N/A N/A N/A
ABPU $0.061 $0.05¢ $0.051 $0.051 $0.05¢ $0.04¢ $0.03¢ $0.03(

N/A means data is not availab

Our user metrics are impacted by several fact@sdhuse them to fluctuate on a quarterly basigirBéng in early 2010, Facebook
changed its policies for application developersarding use of its communication channels. Thesegbslimited the level of communication
among users about applications on the Facebodloptatwhich we believe contributed to a declin@ur number of players throughout 2010.
In addition, beginning with the third quarter ofl2) our bookings and revenue growth rates weretivedjaimpacted due to our adoption of
Facebook Credits as the primary payment methodagetfook. We account for Facebook Credits net ofusmtsaetained by Facebook. Our
DAUSs, MAUs and MUUs all increased in the three niisneénded March 31, 2011, primarily due to the laurfcCityVille in December 2010,
the addition of new content to existing games &edaunch of several mobile initiatives. In thedhand fourth quarters of 2011, DAUs
declined compared to the first two quarters ofytbar, mainly due to a decline in players of our enmature games. However, during that six-
month same period we saw an increase in MAUs andWABs we continued to expand our reach as a &fsoétw game launches and improve
our monetization as a result of both new game laes@and increased bookings from advertising. Figrowth in audience and engagement
will depend on our ability to retain current plageattract new players, launch new games and expgmdew markets and distribution
platforms.

36



Table of Contents

Our operating metrics may not correlate directlgoarterly bookings or revenue trends in the steonh. For instance, revenue has grown
every quarter since our inception, including injeis where DAU, MAU and MUU did not grow.

Other Metrics

Although certain mobile payer data for the thirdl &ourth quarters of 2011 became available to ukérfourth quarter of 2011, the table
below shows quarterly unique payers excluding neopéyers in all periods presented in order to pites@ayer metric that excludes mobile
payer data for all periods. The following tablegaets certain bookings and estimated quarterlyugnjipyer data for the last eight quarters:

For the Three Months Ended:

Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2011 2011 2011 2011 2010 2010 2010 2010
(in thousands, except per unique payer data)
Bookings $306,50° $287,66. $274,740 $286,59¢ $243,49¢ $222,380 $194,69¢ $178,31¢
Unique payer bookings (: $257,73( $247,80( $233,89¢ $254,00: $214,89! $197,14( $176,42° $164,37:
Quarterly unique payers ( 3,49¢ 3,407 3,33¢ 3,67¢ 3,027 2,75¢ 2,571 2,33(
Unique payer bookings per quarterly unique

payer (3) $ 73 % 73 % 70 $ 69 $ 71 $ 72 % 68 $ 71

(1) Quarterly unique payer bookings represent@atheunt of bookings that we received through paymethods for which we can quantify
the number of unique payers and excludes mobilersaypr all periods presented. Also excluded akkimys from advertising, and
certain smaller we-based payment methoc

(2) Quarterly unique payers represents the aggeeganber of unique players who made a paymenaat énce during the quarter through a
payment method for which we can quantify the nundfemique payers. It does not include payers wéemobile platforms and payers
who use certain smaller web-based payment methfoglplayer made a payment in our games on tworagpalatforms (e.g. Facebook
and Google+) in a period, the player would be cedrts two unique payers in that peri

(3) Unique payer bookings per unique payer is calcdlatedividing unique payer bookings by quarterlyque payers

Factors Affecting Our Performance

Launch of new games and release of enhancemeéntsbookings and revenue growth have been diiyethe launch of new games and
the release of fresh content and new featuresitilegx games. Although the amount of revenue arakings we generate from a new game or
an enhancement to an existing game can vary signifiy, we expect our revenue and bookings growthetcorrelated to the success of our
new games and our success in releasing engagitgné@mnd features.

Game monetizationWe generate most of our bookings and revenue fhansale of virtual goods in our games. The detgreehich our
players choose to pay for virtual goods in our gamelriven by our ability to create content amdugl goods that enhance the game-play
experience. Our bookings, revenue and overall irzdperformance are affected by the number ofgiapnd the effectiveness of our
monetization of players through the sale of virg@bds and advertising. In addition, internatiguialers have historically lagged the
monetization that we achieve for U.S. players, thiedpercentage of paying international players megease or decrease based on a number o
factors, including growth in overall internatiordhyers, localization of content and the avail&pitif payment options.
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Changes in Facebook or other platforfra.cebook is the primary distribution, marketingyrpotion and payment platform for our social
games. We generate substantially all of our boakingvenue and players through the Facebook ptatford expect to continue to do so for
foreseeable future. Facebook and other platfornae beoad discretion to change their platforms, geaiservice and other policies with res)
to us or other developers, and those changes magfaeorable to us. The table below presents ttimated percentages of our quarterly
bookings and revenue generated through the Facghatikrm. We have had to estimate this informatiecause certain payment methods
used do not allow us to determine the platform used

For the Three Months Ended:

Dec 31 Sep 30 Jun 30, Mar 31, Dec 31 Sep 3C Jun 30 Mar 31,
2011 2011 2011 2011 2010 2010 2010 2010
Bookings 93% 94% 93% 93% 93% 91% 93% 94%
Revenue 94% 93% 93% 93% 94% 91% 93% 94%

Investment in game developmeirt order to develop new games and enhance thertoand features in our existing games, we must
invest a significant amount of engineering and tiveaesources. These expenditures generally coomths in advance of the launch of a new
game or the release of new content, and the reguiévenue may not equal or exceed our developosis.

Investment in technology stacBy the fourth quarter of 2011, we hosted a sigaift portion of our game traffic on our own netiwor
infrastructure. We will continue to invest in owetwork infrastructure, with the goal of reducing ogliance on thirgparty web hosting servic
and moving towards the use of self-operated dattece® Under this approach, we host data anddridfiour games on servers located in the
data centers which we lease, build and operatestment in our network infrastructure will requiapital expenditures for equipment. We
believe that over the long term this investment pribduce further operating leverage by reducinggame operation costs and will enhance
our games and player experience. However, as wincerto grow, the capital investment necessatyitd our infrastructure will be
significant and will require that we successfulligrate our games to ensure the best customer sdidiour players.

Player acquisition cost#lthough we acquire most of our players throughaidghannels, we also utilize advertising and otbiens of
player acquisition and retention to grow and retainplayer audience. These expenditures geneedfiye to the promotion of new game
launches and ongoing performance-based progradré/®new player acquisition and lapsed playertieation. Over time, these acquisition
and retention-related programs may become eitserdffective or more costly, negatively impacting operating results.

New market developmemt/e are investing in new distribution channels sasimobile and other platforms, including other abci
networks and in international markets to expandreach and grow our business. For example, we ¢@vinued to hire additional employees
and acquire companies with experience developingilmapplications. We have also invested resourcegegrating and operating some of
our games on additional platforms, including Goeglaixi, and Tencent. As we expand into new markeis distribution channels, we expect
to incur headcount, marketing and other operatogjscin advance of the associated bookings anchueve®©ur financial performance will be
impacted by our investment in these initiatives #redr success.

Stock-based Compensation Expense Related to OditsgeiSUs. Prior to our initial public offeringye granted restricted stock units, or
ZSUs, to our employees that generally vest uporsdhisfaction of both a service-period conditiorupfto four years and a liquidity event
condition, the latter of which was satisfied follogy the Company’s initial public offering. Becaube liquidity event condition was not met
until our initial public offering, in prior periodsve had not recorded any expense relating to 8WsZ In the fourth quarter of 2011, after the
initial public offering, we recognized $510 milliaf stock-based compensation expense related tsZBts expense is in addition to the
stock-based compensation expense we will recogrlaged to outstanding equity awards other than Z&&well as expenses related to ZSUs
or other equity awards that are granted followimg initial public offering.
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Cost of Revenue and Operating Expenses

Cost of revenueOur cost of revenue consists primarily of web hagind data center costs related to operating ameg, including:
depreciation and amortization; consulting costmprily related to third-party provisioning of custer support services; payment processing
fees; and salaries, benefits and stbeked compensation for our customer support anasinéicture teams. Our infrastructure team incluie
network operations and payment platform teams. iCcadd processing fees, allocated facilities casis other supporting overhead costs are
also included in cost of revenue. We expect costwénue to increase for the foreseeable futumeasxpand our data center capacity and
headcount associated with player support.

Research and developme®ur research and development expenses consistryilofsalaries, benefits and stock-based compénsa
for our engineers and developers. In addition,aedeand development expenses include outsidecgsraind consulting, as well as allocated
facilities and other supporting overhead costs.B#eve continued investment in enhancing existiagmes and developing new games, and in
software development tools and code modificatisfmiportant to attaining our strategic objectivés.a result, we expect research and
development expenses to increase in absolute sidtiathe foreseeable future as we grow our busines

Sales and marketin@ur sales and marketing expenses consist primafriyayer acquisition costs, which are advertisetseesigned to
drive players into our games, salaries, benefitksiock-based compensation for our sales and niagkemployees and fees paid to
consultants. In addition, sales and marketing esgeimclude general marketing, branding, advegiaimd public relations costs, as well as
allocated facilities and other supporting overheasts. We plan to continue to invest in sales aatkating to grow our player base and
continue building brand awareness. As a resultexyeect sales and marketing expenses to increagesolute dollars for the foreseeable future
as we grow our business.

General and administrativ®ur general and administrative expenses consisigpily of salaries, benefits and stock-based corsgigon
for our executive, finance, legal, information teology, human resources and other administrativel@ees. In addition, general and
administrative expenses include outside consultegal and accounting services, charitable donatéord facilities and other supporting
overhead costs not allocated to other departmé&etseral and administrative expenses also incluites gand losses associated with legal
settlements. We expect that our general and adimatiiee expenses will increase in absolute dofiarshe foreseeable future as we continue to
grow our business and incur additional expensexceged with being a publicly-traded company.
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Results of Operations
The following table sets forth our results of opienas for the periods presented as a percentagevehue for those periods.

For The Year Ended December 31,

2011 2010 2009
Consolidated Statements of Operations Date
Revenue 10C% 10C% 10C%
Costs and expense
Cost of revenu 29 29 47
Research and developmt 64 25 42
Sales and marketir 21 19 35
General and administrati\ 22 6 19
Total costs and expens 13€ 79 145
Income (loss) from operatiol (36) 21 (43
Interest incomt — — —
Other income (expense), r — — —
Income (loss) before income tax (36) 21 (43)
(Provision for) / benefit from income tax 1 (6) —
Net income (loss (35% 15% (43)%
Revenue
Year Ended December 31, 2010 to 201 2009 to 201
2011 2010 2009 % Change % Change
(dollars in thousands)
Revenue by type
Online game $1,065,64 $574,63. $ 85,74¢ 85% 57C%
Advertising 74,45 22,821 35,71¢ 22€% (36)%
Total $1,140,101 $597,45¢ $121,46° 91% 392%

2011 Compared to 20100tal revenue increased $542.6 million in 2011a assult of growth in both online game and adviexgis
revenue. Bookings increased by $316.6 million f20d0 to 2011. ABPU increased from $0.041 to $0.@&fecting improved overall
monetization of our players, while DAUs increaseahf 56 million to 57 million. Despite the increasaevenue the adoption of Facebook
Credits as our primary in-game payment method éginin the third quarter of 2010 negatively immatonline game revenue in 2011 due to
the fact that we record revenue net of amountsnedaby Facebook.

Online game revenue increased $491.0 million inl26&armVille, FrontierVilleandCityVille accounted for $118.7 million, $137.4
million and $139.1 million of the increase, respedy. FarmVille was launched in June 2009, and the increase imueve=flects an increase
bookings from new content, as well as the recogmitif revenue derived from deferred revenue byilover a longer period of time. The
increase in revenue froRrontierVille andCityVille was the result of the launch of these games in 2008 and December 2010, respectively,
and, with respect tBrontierVille , a change in the estimated weighted-average diéel to recognize revenue from durable virtual gpathich
resulted in a $18.2 million increase in revenuenfferontierVille in 2011. All other games accounted for the remgmiat increase of $95.8
million .

International revenue as a percentage of totalhmeyaccounted for 36% and 33% in 2011 and 201pectisely.
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In 2011,FarmVille, FrontierVille , Zynga Poker Mafia WarsandCityVille were our top revenue-generating games and comR2i&¥gl
15%, 15%, 13% and 13%, respectively, of our onfjame revenue. In 201Blafia Wars, FarmVille andZynga Pokewere our top revenue-
generating games and comprised 28%, 30% and 2@4ectvely, of online game revenue. No other gaameated more than 10% of online
game revenue during either year.

Consumable virtual goods accounted for 29% and 8f7éfline game revenue in 2011 and 2010, respdygtiRevenue from consumable
virtual goods accounted for 19% of the increaseniine game revenue in 2011.

Durable virtual goods accounted for 71% and 63%ntihe game revenue in 2011 and 2010, respectiiRdyenue from durable virtual
goods accounted for 81% of the increase in onlarmagyrevenue in 2011. The estimated weighted-avdifage durable virtual goods for
bookings was 15 months for 2011 compared to 18 hnsofor 2010. In addition, in 2011 cumulative chageour estimated weighted-average
life of durable virtual goods for various gamesutesd in a net increase in revenue of $53.9 millim2011, which is the result of adjusting the
remaining recognition period of deferred revenueegated in prior periods at the time of the chaingestimate.

Advertising revenue increased $51.6 million in 20dde to a $26.0 million increase in revenue frargame offers, sponsorships and
engagement ads, and a $25.6 million increase erwgy from other advertising activity. Revenue fiargame offers, sponsorships and
engagement ads increased in part due to a higiedrdéin-game offers during 2011, reflecting inpthe fact that we discontinued certain in-
game offers in the fourth quarter of 2009 and remiiend gradually increased in-game offers duriegyttar ended December 31, 2010 but did
not have in-game offers for the entire year.

2010 Compared to 20Q9Total revenue increased $476.0 million in 20Kaaesult of growth in both online game and adsieg
revenues. Bookings increased by $510.8 milliondd@® ABPU increased to $0.041, up 17%, reflectmpgroved overall monetization of our
players, while DAUs increased to 56 million, up 378&BPU data for 2009 only includes data from Jo\Diecember as prior months are not
available.

Online game revenue increased $488.9 million in026&armVille, Mafia WarsandZynga Pokeaccounted for $166.9 million, $129.1
million and $85.1 million of the increase, respeely. The increase in revenue frdrarmVille was the result of the launch of this game in June
2009.Mafia Warswas launched in June 2008 afyhga Pokewaslaunched in July 2007, and the increase in revémue these games refle
an increase in bookings from new content, as veetha recognition of revenue derived from bookiregorded over a longer period of time.

All other games accounted for the remaining netaase of $107.8 million.

In 2010,FarmVille, Mafia WarsandZynga Pokemwere our top revenue-generating games and com®33%d 28% and 20%,
respectively, of online game revenue. In 20@8fia Wars, Zynga PokeandYoVillewere our top revenue-generating games and comprised
39%, 32% and 11%, respectively, of online gamemageNo other game comprised 10% or more of omgarmae revenue during either year.

Consumable virtual goods accounted for 37% and @béfiline game revenue in 2010 and 2009, respdgtiV@e increase in online
game revenue from consumable virtual goods in 20d49largely due to our ability in late 2009 andyea010 to track separately consumable
virtual goods from durable virtual goods, allowingto recognize consumable virtual goods as theg e@nsumed. Revenue from consumable
virtual goods accounted for 41% of the increasenime game revenue in 2010.

Durable virtual goods accounted for 63% and 85%ntihe game revenue in 2010 and 2009, respectiRdyenue from durable virtual
goods accounted for 59% of the increase in onlamaeyrevenue in 2010. The estimated weighted-avéifagef durable virtual goods included
in bookings during 2010 was 18 months compare®tmanths during 2009.
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Advertising revenue decreased $12.9 million asedeiced the volume of in-game offers in order torowp player experience.

International revenue as a percentage of totahweyevas 33% and 27% in 2010 and 2009, respectiVase increases were primarily
due to more international payment options, addiidocalized content and more demand for our gantesnationally.

Cost of revenue

Year Ended December 31, 2010 to 201 2009 to 201
2011 2010 2009 % Change % Change
(dollars in thousands)
Cost of revenu $330,04: $176,05: $56,70" 87% 21C%

2011 Compared to 201Qost of revenue increased $154 million in 2011. ilceease was primarily attributable to an incréagéird
party hosting costs of $72.7 million to supportiiddal games and player activity, an increase4.8 million in depreciation and amortizat
related to new fixed assets to support our netwdrkstructure and acquired intangibles, an inaeaxs$18.8 million in consulting costs
primarily related to third-party customer supp@&gquired as a result of higher player activity, meréase of $10.8 million in headcount-related
expenses and an increase of $15.5 million in stided compensation mainly due to expense recogfuzée vesting of ZSUs, as prior to
initial public offering, these stockased compensation expenses had been deferree. ibe=ases in costs of revenue were partiallyebfiy a
decrease of $10.2 million in sales tax expense.

2010 Compared to 200€.0st of revenue increased $119.3 million in 201k Thcrease was primarily attributable to an inseeaf $47.6
million in third party hosting costs to support #dtshal games and increased player activity, andase of $23.9 million in depreciation and
amortization expense related to depreciation of fiesd assets to support our network infranstrietamd amortization of intangibles acquired
in business acquisitions, an increase of $18.0aniih consulting costs primarily related to thperty customer support necessitated by higher
player activity, and an increase of $13.4 milliarhieadcountelated costs for our technology and customer stgpoups to support the grov
of our business. In addition, payment processieg fecreased by $9.6 million.

Research and development

Year Ended December 31 2010 to 201 2009 to 201
2011 2010 2009 % Change % Change
(dollars in thousands)
Research and developm: $727,01¢ $149,51¢ $51,02¢ 38€% 192%

2011 Compared to 201Research and development expenses increased $B6illioh in 2011. The increase was primarily attribiole to
a $364.7 million increase in stock-based compemsathainly due to the expense recognized for Z®ldswested in connection with our initial
public offering, an increase of $164.1 million ieddcount-related expenses and an increase of 824igh in consulting costs due to the
ongoing investment in new game development, intemdio an increase in allocated facilities andeotbverhead support costs of
$19.7 million.

2010 Compared to 200Research and development expenses increased $8®85 in 2010. The increase was primarily attrigble to
an increase of $77.9 million in headcount-relatgueases and an increase of $8.2 million in thirdypdesign expenses related to game
development and an increase of $8.9 million incated facilities and overhead support costs.
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Sales and marketing

Year Ended December 31 2010 to 201 2009 to 201
2011 2010 2009 % Change % Change
(dollars in thousands)
Sales and marketir $234,19¢ $114,16! $42,26¢ 105% 170C%

2011 Compared to 2018ales and marketing expenses increased $120 miillid@11. The increase was primarily attributable@$73.4
million increase in stock-based compensation, rgainke to the expense recognized for ZSUs that geésteonnection with our initial public
offering, a $23.2 million increase in player acdios costs, an increase in headcount-related esqreaf $13.4 million and increase of $5.7
million in consulting costs.

2010 Compared to 2008ales and marketing expenses increased $71.9milia010. The increase was primarily attributablan
increase of $44.5 million in player acquisition psn increase of $18.7 million in headcount-eglatosts and an increase of $5.5 million in
general marketing expenses related to new markatidgorand programs.

General and administrative

Year Ended December 31 2010 to 201 2009 to 201
2011 2010 2009 % Change % Change
(dollars in thousands)
General and administratiy $254,45¢ $32,25! $24,24: 68%% 33%

2011 Compared to 201General and administrative expenses increased $2#Rion in 2011. The increase was primarily dttriiable to
an increase of $120.9 million in stock-based corsp&an, mainly due to the expense recognized fadsZ®at vested in connection with our
initial public offering, a $41.7 million increase headcount-related expenses, a $9.8 million iser@ainformation technology costs and a
$10.0 million increase in depreciation expense. ifbeease in general and administrative expensesaiga due to a $39.3 million gain from
legal settlements that was recognized in 2010.

2010 Compared to 200&eneral and administrative expenses increasedn$ilion in 2010. The increase was primarily atttiole to a
increase of $22.8 million in headcount-related exges, an increase of $14.0 million in professieealice costs, a $4.8 million increase in
depreciation expense and a $2.5 million increaseftmmation technology costs to support the groeftbur business. These increased
expenses were offset by a net gain from legalese#hts of $39.3 million that was recognized in 2010

Interest income

Year Ended December 31, 2010 to 201 2009 to 201
2011 2010 2009 % Change % Change
(dollars in thousands)
Interest incom $1,68( $1,22: $177 37% 59(%

2011 Compared to 201Mterest income increased $0.5 million in 2011. Tfeeease was primarily attributable to the inceemsour cas
and marketable securities balance driven by the#&se in cash flows from operations and proceeds fhe sale and issuance of shares of our
Series C preferred stock in February 2011.

2010 Compared to 20Q9nterest income increased $1.0 million in 201@narily due to the increase in our cash and mabteta
securities balance driven by the increase in dastsffrom operations and cash from financing atiigj including proceeds from the sale and
issuance of shares of our Series B-2 preferred $tothe second quarter of 2010.
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Other income (expense), net

Year Ended December 31 2010 to 201 2009 to 201
2011 2010 2009 % Change % Change
(dollars in thousands)
Other income (expense), r $(2,20¢) $36E $(209) NM NM

2011 Compared to 201Q@ther income (expense), net decreased $2.6 mili@d11. The decrease was primarily attributable¢oeased
interest expense under the terms of a revolvinditagreement signed in July 2011.

2010 Compared to 200@ther income (expense), net increased $0.6 milid010 primarily due to an increase in net tratisacain or
foreign exchange rate changes.

(Provision for) / benefit from income taxes

Year Ended December 31 2010 to 201 2009 to 201
2011 2010 2009 % Change % Change
(dollars in thousands)
(Provision for) / benefit from income tax $1,82¢ $(36,46) $(12) NM NM

2011 Compared to 201The provision for income taxes decreased by $38I®min 2011. This decrease was attributableh® t
decrease in pre-tax income from $127 million inykar ended December 31, 2010 to a pre-tax 10$4@8.1 million in 2011. The decrease in
pre-tax income was primarily driven by stobised compensation expense associated with ZSthgefitad in connection with our initial puk
offering. In addition, the income tax benefit asated with the loss generated in 2011 was primafiget by a valuation allowance.

For the foreseeable future, our effective tax wétebe impacted by significant stock-based compeion expense and additional tax
expense associated with the implementation of mermational tax structure. We expect stock-basadpensation expense to generate
significant tax benefits which may be deducted mgjafuture income. As these deductions are recedrand the implementation of our
international tax structure is completed, we aptité that our effective tax rate will be lower thha U.S. statutory rate.

Before we began forming non-U.S. operating compadiging 2010, the revenue from non-U.S. userseaased by our U.S. company,
resulting in virtually no foreign profit before taXhe new foreign entities, as start-up compamjeserated operating losses in 2011 and 2010.
The tax impact of the losses generated in taxdigi®ns with lower statutory rates than the Ua&erincreased tax expense and the effectiv
rate.

2010 Compared to 2008rovision for income taxes increased $36.5 millim2010, primarily as a result of the increaseretpx income
in 2010 from a pre-tax loss in 2009. In 2010, weorded a provision for income taxes that was ppiaity attributable to U.S. federal taxes,
California taxes and foreign taxes. The effectaerate for 2010 was 28.7%. The increase in ounaneffective tax rate for 2010 was driven
by the implementation cost of our international $tructure, state income taxes and non-deductibtkshased compensation expense. These
increases were offset by the benefit of releadiegéderal valuation allowance in 2010 due to alievement of profitability, and by the
utilization of both federal and California reseagstd development credits.
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Quarterly Results of Operations Data

The following tables set forth our unaudited qudyteonsolidated statements of operations datailas and as a percentage of revenue
for each of the eight quarters ended December(Ill Zertain items may not reconcile due to rougdie also present other financial and
operations data, and a reconciliation of revenumotikings and net income (loss) to adjusted EBITRAthe same periods. We have prepared
the quarterly consolidated statements of operatiais on a basis consistent with the audited categel financial statements included in this
Annual Report on Form 10-K. In the opinion of masagnt, the financial information reflects all adjnents, consisting only of normal
recurring adjustments, that we consider necessary fair presentation of this data. This inforroatshould be read in conjunction with the
audited consolidated financial statements andeélabtes included elsewhere in this Annual Repoff@arm 10-K. The results of historical
periods are not necessarily indicative of the tssafl operations for a full year or any future pdri

For the Three Months Ended:
Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2011 2011 2011 2011 2010 2010 2010 2010
(in thousands)

Consolidated Statements o
Operations Data:

Revenue $ 311,23 $306,82¢  $279,14.  $242,89(  $195,75¢ $170,67:  $130,09¢ $100,92°

Costs and expense
Cost of revenu 104,13! 80,17( 78,07¢ 67,66 51,60t 49,90: 41,63¢ 32,91

Research an
developmen 444,70: 114,80¢ 95,747 71,76( 51,50( 39,78: 30,38¢ 27,85!
Sales and marketii  112,22¢ 43,717 38,09¢ 40,15¢ 38,28( 28,957 29,53( 17,39¢

General ant

administrative 136,73 36,39¢ 54,21¢ 27,11( (17,08¢) 17,757 15,13( 16,45
Total costs and expens 797,79¢ 275,09 266,13¢ 206,68¢ 124,29! 136,39¢ 116,68: 94,61:
Income (loss) from operatiol (486,56.) 31,73¢ 13,00¢ 36,20: 71,46¢ 34,27¢ 13,417 6,31F
Net income (loss $(435,00) $ 1254 $ 1,391 $ 16,75¢ $ 4299 $ 27,217 $ 1395 $ 6,43F
Earnings per sha—basic $ (@122 $ o00OC $ O0OC $ 001 $ 006 $ 004 $ 001 $ o0.01

Earnings per sha—diluted $ (12 $ o00C $ O0OC $ oO0OC $ 00 $ 00 $ 001 $ o0.01

For the Three Months Ended:
Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2011 2011 2011 2011 2010 2010 2010 2010
(as a percentage of revenue

Consolidated Statements o
Operations Data:

Revenue 10(% 10C% 10C% 10(% 10(% 10(% 10(% 10C%
Costs and expense
Cost of revenu 33 26 28 28 26 29 32 33
Research and
developmen 142 38 34 3C 26 23 23 28
Sales and marketil 36 14 14 17 2C 17 23 17
General and
administrative 44 12 19 11 9 11 12 16
Total costs and expens 25€ 90 95 86 63 80 90 94
Income (loss) fron
operations (156)% 10% 5% 14% 37% 20% 10% 6%
Net income (loss (140% 1% 0% 6% 22% 16% 11% 6%
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Other Financial and
Operations Data:
Bookings
Adjusted EBITDA
Average DAUs
(in millions)
Average MAUs
(in millions)
Average MUUs
(in millions)
Average MUP:
(in thousands
ABPU
Headcount (at period en

Reconciliation of Revenue tc
Bookings:

Revenue

Change in deferred reven

Bookings

Reconciliation of Net Income
(Loss) to Adjusted
EBITDA:

Net income (loss

(Provision for) / benefit from income
taxes

Other income (expense), r

Interest incomt

Gain on legal settlemen

Depreciation and amortizatic

Stoclk-based compensatic

Change in deferred reven

Adjusted EBITDA

For the Three Months Ended

Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2011 2011 2011 2011 2010 2010 2010 2010
(dollars in thousands, except ABPU data)
$306,50° $287,66. $274,74. $286,59¢ $243,49¢ $222,38! $194,69¢ $178,31¢
$ 67,800 $ 58,13( $ 65,08( $112,26: $103,19: $102,20( $ 93,79¢ $ 93,55
54 54 59 62 48 49 60 67
24C 227 22¢ 23€ 19t 203 234 23€
153 152 151 14¢€ 111 11C 11¢ 124
2,901 2,56¢ N/A N/A N/A N/A N/A N/A
$ 0061 $ 005¢ ¢ 0051 $ 0051 $ 0.058 $ 0.04¢ $ 0.03¢ $ 0.03C
2,84¢ 2,78¢ 2,28¢ 1,85¢ 1,48: 1,24¢ 961 761
For the Three Months Ended
Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2011 2011 2011 2011 2010 2010 2010 2010
(in thousands)

$311,23° $306,82¢ $279,14: $242,89( $195,75¢ $170,67: $130,09¢ $100,92°
(4,730 (19,169 (4,400)  43,70¢ 47,74 51,70¢ 64,59’ 77,39:
$ 306,507 $287,66. $274,74. $286,59¢ $243,49¢ $222,38! $194,69¢ $178,31¢
$(435,00) $ 1254 $ 1,391 $ 16,75¢ $42,99: $ 27,217 $ 1395 $ 6,43t
(53,037 19,72 12,257 19,22¢ 28,83: 6,452 78¢ 391
1,93¢ (262) (200) 73€ 112 1,05¢ (1,107 (430)
(457) (262) (44%) (519) 473) (44¢) (222) (82)

(2,149 — — — (39,346 — - —
31,26¢ 22,93¢ 23,36¢ 17,841 13,13¢ 11,29: 8,50/ 6,54¢
529,97 22,62« 33,11 14,50¢ 10,19¢ 4,92: 7,27¢ 3,30(
(4,730 (19,169 (4,401 43,70¢ 47 TA( 51,70¢ 64,59’ 77,39:
$ 67,807 $5813( ¢ 6508 $112,26: $103,19. $102,20( $ 93,79¢ $ 93,55.

46



Table of Contents

Liquidity and Capital Resources

Year Ended December 31
2011 2010 2009
(in thousands)

Consolidated Statements of Cash Flows Dat:

Acquisition of property and equipme $ (238,09) $ (56,839 $ (38,81%)
Depreciation and amortizatic 95,41« 39,48 10,37:
Cash flows provided by operating activit $ 389,17: $ 326,41. $ 190,99
Cash flows used in investing activiti (63,45Y) (617,439 (103,39)
Cash flows provided by financing activiti 1,068,84 351,43’ 14,16¢

As of December 31, 2011, we had cash, cash equigaded marketable securities of approximately $ili@n, which consisted of cash,
money market funds, U.S. government debt secuatielscorporate debt securities. Prior to 2010, wneléd our operations and capital
expenditures through cash flows from operationssates of preferred stock. During 2012, we expeohake capital expenditures of up to
$160 million as we invest in network infrastructtwesupport our expected growth and to continuenforove the player experience. We beli
that our existing cash, cash equivalents and mabkesecurities, together with cash generated frperations, will be sufficient to fund our
operations and capital expenditures for at least#xt 12 months.

Operating Activities

Operating activities provided $389.2 million of bde the year ended December 31, 2011. The cashfiftan operating activities primarily
resulted from our net income, adjusted for mash items, and changes in our operating assetgailiies. We had a net loss in the year er
December 31, 2011 of $404.3 million, which includemh-cash stock-based compensation expense of60lion, composed primarily of
expense associated with ZSUs that vested upomitiad public offering, stock awards issued in cention with business acquisitions and
expense associated with stock warrants and empkigek options. Non-cash depreciation and amobzatxpense was $95.4 million during
2011, an increase from prior years due to our naetil investment in property and equipment and legsiacquisitions. Changes in our
operating assets and liabilities provided $77.4iomlof cash during 2011, primarily due to increaseother liabilities, deferred revenue and
accounts payable and a decrease in income tawaddei The increase in other liabilities was mauhlye to an increase of $44.5 million in
customer deposits which includes advance paymemts ¢ertain customers and unredeemed game cardgaVbrable components of cash
provided by operating activities were partiallys#ft by increases in accounts receivable and ofisets The increases in accounts payable was
the result of increased spending due to the grafvdur business. The increase in our deferred ie@md accounts receivable was primarily
due to our bookings growth in 2011, which increasg®316.6 million from 2010. Additionally, our amnts receivable balance increased as
we completed the transition of our primary in-ggpagment method to Facebook from other payment gsmes, who generally remitted
payments faster. Our income tax receivable baldecesased during 2011 as we received federal ateltsix refunds. Our other assets balance
increased primarily due to an increase in prepgmbeses, which was driven by the growth of ouress during the year.

Operating activities provided $326.4 million of bde 2010, primarily from an increase in bookingjch resulted in an increase in
deferred revenue of $241.4 million from 2009 to @0Additionally, growth in our business contributedncreased spending, causing an
increase in accounts payable and accrued liakildfeb102.4 million. We had net income in 2010 ®0$ million, which included non-cash
depreciation and amortization expense of $39.5anilldriven by investments in capital equipment bodiness acquisitions we made during
2010. The favorable components of cash providedpgyating activities were partially offset by acri@ase in income tax receivable of $25.3
million, an increase in excess tax benefits froatkstbased awards of $39.7 million, due to the radilbn of tax benefits from stock option
activity in 2010; and an increase in accounts retge of $69.5 million, primarily due to our boogmsgrowth. Additionally, our rate of
collection
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on accounts receivable was impacted in the secalfidhthe year, as we began transitioning our priyringame payment method to Faceb
from other payment processors, who generally reayiments faster.

Operating activities provided $191.0 million of bds 2009. The cash flow from operating activitgesnarily resulted from an increase
bookings, which resulted in an increase in deferez@nue of $206.6 million from 2008 to 2009. Thevgth of our business also resulted in
increased spending, causing an increase in accpapéble and accrued liabilities of $40.5 millidime favorable components of cash provided
by operating activities were partially offset byraet loss in 2009 of $52.8 million and increasemcome tax receivable and accounts
receivable. The increase in income tax receivalae due to tax payments made in excess of taxefd@809 and the increase in accounts
receivable was due to the increase in bookings.

Investing Activities

Our primary investing activities have consisteghofchases and sales of marketable securities, gsestof property and equipment and
business acquisitions.

Cash used in the purchase of marketable secunties$650.0 million in 2011, $804.5 million in 20406d $125.1 million in 2009. Cash
provided by the sale and maturity of marketableisges was $860.8 million in 2011, $324.0 millien2010 and $62.4 million in 2009. We
used $42.8 million, $62.3 million and $0.5 milliamet of cash acquired, in connection with acquisgiin 2011, 2010 and 2009, respectively.

Our purchases of property and equipment have pifinratated to our investment in our data centévs. also continued to invest in
technology hardware and software to support owvtiroPurchases of property and equipment may vam fperiod to period due to the timi
of the expansion of our operations and game and/aé development. We expect to continue to inireptoperty and equipment and
development of software associated with online gam@012 and thereafter.

Financing Activities
Our financing activities have consisted primarifynet proceeds from the issuance of our commorkstad preferred stock, repurchases
of common stock and preferred stock and taxesngdaded to the net settlement of equity awards.

In 2011, we issued 100.0 million shares of Clagdmon stock and 34.9 million shares of SerieseZepred stock for net proceeds of
$961.4 million and $485.3 million, respectively. \Wepurchased 27.5 million shares of our outstandapjtal stock for a total purchase price
$283.8 million and made payments of $83.2 millietated to tax withholding obligations and the rethbet settlement of equity awards during
2011.

Credit Facility

In July 2011, we executed a revolving credit agreeimvith certain lenders to borrow up to $1.0 billin revolving loans. Per the terms
of the credit agreement, we paid upfront fees o5 $2illion and we are required to pay ongoing coinment fees of up to $625,000 each
quarter based on the portion of the credit factlitst is not drawn down. The interest rate fordtrelit facility is determined based on a formula
using certain market rates. As of December 31, 2@&lhad not drawn down any amounts on the cradilitfy.

Off-Balance Sheet Arrangements
We did not have any off-balance sheet arrangenier2811, 2010 and 2009.

48



Table of Contents

Contractual Obligations

We have entered into operating leases for fadlgigace. In 2010, we executed an operating leaseragnt for 267,000 square feet of
office space for our future headquarters in Samdisgo, California, which we expanded to 407,000esq feet in 2011. The lease term is se
years from the defined commencement date, wittooptto renew for two fiv-year terms. In addition, we have entered into hservice
contracts for web hosting services. The minimurségaayments and the future minimum purchase conmenisras of December 31, 2011 are
included in the table below. We do not have anyt delnaterial capital lease obligations, and albof property, equipment and software has
been purchased with cash. This table excludesm@cognized tax benefits totaling $19.5 millionch®ecember 31. 2011 since we have
determined that the timing of payments with respechis liability cannot be reasonably estimated.

Payments Due by Period

Less thar More than
1-3 4-5
Total 1 year years years 5 years
(in millions)
Operating lease obligatiol $257.¢ $ 31.1 $77.4 $73.€ $ 752
Purchase commitmen 11.2 9.3 1.¢ — —
Total $268.- $ 40.¢ $79.2 $73.€ $ 75.2

Critical Accounting Policies and Estimates

The preparation of financial statements in conftymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts in our consolidated financiakst&nts and related notes. Our significant accogmtdicies are described in Note 1 to our
consolidated financial statements included in #inaual Report on Form 10-K. We have identified betmur critical accounting policies and
estimates that we believe require the greatest abafjudgment. These estimates and judgments aaignificant impact on our consolidated
financial statements. Actual results could diffeaterially from those estimates.

Revenue Recognition
We derive revenue from the sale of virtual goods faom the sale of advertising within our games.

Online game

We operate our games as live services that allayeps to play for free. Within these games, plagarspurchase virtual currency to
obtain virtual goods to enhance their game-plagxgerience. Players can primarily pay for our \dttcurrency using Facebook Credits when
playing our games through the Facebook platforrd,cm use other payment methods such as cred# oarkyPal on other platforms. We
also sell game cards that are initially recorded aastomer deposit liability which is includedoiher current liabilities on the consolidated
balance sheet, net of fees retained by retailaietributors. Upon redemption of a game card ome of our games and delivery of virtual
currency to the player, these amounts are reciedsid deferred revenue.

We recognize revenue when all of the following dtinds are satisfied: (1) there is persuasive ewigeof an arrangement; (2) the sen
has been provided to the player; (3) the collectibaur fees is reasonably assured; and (4) theuatrad fees to be paid by the customer is
fixed or determinable. For purposes of determinimgn the service has been provided to the playehave determined that an implied
obligation exists to the paying player to contidigplaying the purchased virtual goods within théree game over their estimated life or until
they are consumed. The proceeds from the salestofivgoods are initially recorded in deferredepue. We categorize our virtual goods as
either consumable or durable. Consumable virtuatlgpsuch as energy @ityVille , represent goods that can be consumed by a spplafier
action. Common
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characteristics of consumable goods may includealigoods that are no longer displayed on thegslaygame board after a short period of
time, do not provide the player any continuing bieriellowing consumption or often times enablelaygr to perform an in-game action
immediately. For the sale of consumable virtualdgmave recognize revenue as the goods are consiuegble virtual goods, such as tractors
in FarmVille, represent virtual goods that are accessibleg@ktyer over an extended period of time. We reizegrevenue from the sale of
durable virtual goods ratably over the estimategtage playing period of paying players for the egglle game, which represents our best
estimate of the average life of our durable virgabds. If we do not have the ability to differemd revenue attributable to durable virtual g
from consumable virtual goods for a specific game recognize revenue from the sale of durable andumable virtual goods for that game
ratably over the estimated average period thatggpiayers typically play our games (as furthecdssed below), which ranged from eight to
25 months in 2011. Future paying player usage pettend behavior may differ from the historicalges@atterns and therefore the estimated
average playing periods may change in the future.

Prior to October 1, 2009, we did not have the ttatdetermine the consumption dates for our consienatiual goods or to differentiate
revenue attributable to durable virtual goods ficansumable virtual goods. Beginning in October 2009 had sufficient data to separately
account for consumable and durable virtual goodmmof our games, thus allowing us to recognizemge related to consumable goods upon
consumption. Since January 2010, we have had #tésfdr substantially all of our games, thus allogviis to recognize revenue related to
consumable goods upon consumption. We expectrifature periods there will be changes in the nfidwrable and consumable virtual gou
sold, reduced virtual good sales in existing garokanges in estimates in average paying payeatifor changes in our ability to make such
estimates. When such changes occur, and in patiuhore of our revenue in any period is deriftenn goods for which revenue is
recognized over the estimated average playing geoiothat period increases on average, the anwust/enue that we recognize in a future
period may be reduced, perhaps significantly.

On a quarterly basis, we determine the estimatedhge playing period for paying players by gameriegg at the time of a payerfirst
purchase in that game and ending on a date whepdliang player is no longer playing the game. €ednine when paying players are no
longer playing a given game, we analyze monthlyoctshof paying players for that game who made thsit in-game payment between six i
18 months prior to the beginning of each quarter determine whether each player within the cotsani active or inactive player as of the
date of our analysis. To determine which playeesiaactive, we analyze the dates that each payaygplast logged into that game. We
determine a paying player to be inactive once tiexye reached a period of inactivity for which ipi®bable (defined as at least 80%) that a
player will not return to a specific game. For gagers deemed inactive as of our analysis datenalyze the dates they last logged into that
game to determine the rate at which inactive plagespped playing. Based on these dates we th@cpeodate at which all paying players for
each monthly cohort are expected to cease playingames. We then average the time periods frengurchase date and the date the last
player is expected to cease playing the game fur ethe monthly cohorts to determine the totalypig period for that game. To determine
the estimated average playing period we then dithigetotal playing period by two. The use of ttaserage” approach is supported by our
observations that paying players become inactieratatively consistent rate for each of our garifdsiture data indicates paying players do
not become inactive at a relatively consistent, nagewill modify our calculations accordingly. Ifreew game is launched and only a limited
period of paying player data is available for onalgsis, then we also consider other factors, ssctine estimated average playing period for
other recently launched games with similar charasttes, to determine the estimated average plageripd.

In May 2010, we entered into an agreement with Bagk to accept Facebook Credits as the primaramepayment method for our
games played through the Facebook platform. Theesmgent required us to begin migrating our gaméstebook Credits in our games
beginning in July 2010, and by April 2011 this naijon was complete. Facebook Credits is Facebqokgrietary virtual currency that
Facebook sells for use on the Facebook platforndetthe terms of our agreement, Facebook setsites qur players pay for Facebook
Credits and collects the cash from the sale of f@ale Credits. Facebook’s current stated face value
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of a Facebook Credit is $0.10. For each FaceboeliCpurchased by our players and redeemed inameg, Facebook remits to us $0.07,
which is the amount we recognize as revenue. Wagréze revenue net of the amounts retained by featebecause we do not set the pricing
of Facebook Credits sold to the players of our garReior to the implementation of Facebook Creiditsur games, players could purchase our
virtual goods through various widely accepted paynmeethods offered in the games and we recogneshue based on the transaction price
paid by the player.

We estimate chargebacks from Facebook and ourplairy payment processors to account for potehitate chargebacks based on
historical data and record such amounts as a rieduct revenue.

Advertising

We have contractual relationships with agenciestaolers for advertisements within our games. \Wegaize advertising revenue as
advertisements are delivered to customers as Ismyidence of the arrangement exists (executedamiptthe price is fixed and determinable,
and we have assessed collectability as reasonaslyed. Certain branded virtual goods and sponipsrahe deferred and recognized over the
estimated average life of the branded virtual goods the branded virtual good is consumed, sirtolanline game revenue.

We generally report our advertising revenue netrobunts due to advertising agencies and brokeeuseove are not the primary obli
in our arrangements, we do not set the pricing,veadio not establish or maintain the relationshih the advertiser. Certain sponsorship
arrangements that are directly between us and évettésers are recognized gross equal to the paabto us by the end advertiser since wi
the primary obligor and we determine the price.

Income Taxes

We account for income taxes using an asset anilitifadppproach, which requires the recognition afes payable or refundable for the
current year and deferred tax liabilities and asfmtthe future tax consequences of events that haen recognized in our financial statements
or tax returns. The measurement of current andidefeax assets and liabilities is based on prousiof enacted tax laws; the effects of future
changes in tax laws or rates are not anticipafetedessary, the measurement of deferred tax dsgetduced by the amount of any tax ben:
that are not expected to be realized based oradaiévidence. We account for uncertain tax posstiny reporting a liability for unrecognized
tax benefits resulting from uncertain tax posititaisen or expected to be taken in a tax returnré&@egnize interest and penalties, if any,
related to unrecognized tax benefits in provisionificome taxes.

Business Combinations

In line with our growth strategy, we have complededuisitions to expand our social games and mafffiizings, obtain employee talent,
and expand into new markets. We account for adgprisi of entities that include inputs and processeshave the ability to create outputs as
business combinations. We allocate the purchase pfithe acquisition to the tangible assets, liitds and identifiable intangible assets
acquired based on their estimated fair values.eXeess of the purchase price over those fair vasuecorded as goodwill. Determining the
fair value of such items requires judgment, inahgdéstimating future cash flows or estimating tost¢o recreate an acquired asset. If actual
results are lower than estimates, we could be reduo record impairment charges in the future. el intangible assets are amortized over
their estimated useful lives. Intangible assets witefinite lives are not amortized but rathetgdgor impairment annually, or more frequet
if circumstances exist which indicate an impairnmaty exist.

Acquisition-related expenses and restructuringscast expensed as incurred. During the one-yeardpkeginning with the acquisition
date, we may record certain purchase accountingsadgnts related to the fair
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value of assets acquired and liabilities assumaghaggoodwill. After the final determination ofettfiair value of assets acquired or liabilities
assumed, any subsequent adjustments are recordad ¢onsolidated statements of operations. Suleseda the measurement period, our 1
determination of any acquired tax attributes’ vakik affect our provision for income taxes in czonsolidated statement of operations and
could have a material impact on our results of afi@ns and financial position.

Stock-Based Compensation

We grant ZSUs to our employees that generally wpsh the satisfaction of both a service-based ¢immddf up to four years and a
liquidity condition, the latter of which was satesd in connection with our initial public offeririg December 2011. Because the liquidity
condition was not satisfied until our initial pubbffering, in prior periods, we had not recordeg axpense relating to the granting of our
ZSUs. In the fourth quarter of 2011, after theid@ipublic offering, we recognized $510 million stbckbased compensation expense assoc
with ZSUs that vested in connection with our idipablic offering. This expense is in addition beetstock-based compensation expense we
recognize related to outstanding equity awardsrdtien ZSUs as well as expenses related to ZSdther equity awards that may be granted
in the future. As of December 31, 2011, we haddtitnal $454.0 million in unamortized stock-basenpensation expense related to ZSUs
granted prior to the initial public offering.

For ZSUs granted prior to the initial public offegi we recognize stock-based compensation expeisg the accelerated attribution
method, net of estimated forfeitures, in which cemgation cost for each vesting tranche in an awgaietognized ratably from the service
inception date to the vesting date for that tranétoe ZSUs granted after the initial public offeyjrwhich will only be subject to a service
condition, we will recognize stock-based compelsatixpense on a ratable basis over the requisiteesgeriod for the entire award.

We have historically issued unvested Series Z medflestock to employees of certain acquired congsaris these awards are generally
subject to post-acquisition employment, we haveacted for them as post-acquisition stock-basedoemsation expense. We recognize
compensation expense equal to the grant datedhie\of the Series Z preferred stock on a strdightbasis over the four-year service period,
net of estimated forfeitures. These unvested Sérjgeferred shares automatically converted taimst class B common shares upon
completion of our initial public offering in Decermb2011.

We estimate the fair value of stock options usheyBlack-Scholes option-pricing model. This modgjuires the use of the following
assumptions: (i) expected volatility of our comnsdack, which is based on our peer group in theshglin which we do business;
(i) expected life of the option award, which weeakd to calculate using the simplified method) ékpected dividend yield, which is 0%, as
we have not paid and do not anticipate paying éivits on our common stock; and (iv) the risk-fréerest rate, which is based on the U.S.
Treasury yield curve in effect at the time of graiith maturities equal to the grant’s expected ption grants generally vest over four years,
with 25% vesting after one year and the remaindsting monthly thereafter over 36 months. The agtisave a contractual term of 10 years.
If any of the assumptions used in the Black-Scholedel changes significantly, stock-based compersédr future awards may differ
materially compared with the awards granted presliou

The following table summarizes the assumptiongirejdo our stock options granted in 2011, 2010 20@9:

Year Ended December 31

2011 2010 2009
Expected term, in years 6 6 6
Risk-free interest rate 2.04% 2.7% 1.5-2.4%
Expected volatility 64% 73% 70-77%
Dividend yield — — —
Fair value of common stoc $6.44- $17.0¢ $6.4< $0.13- $3.81
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Stock-based compensation expense is recorded petiofated forfeitures so that expense is recofalednly those stock-based awards
that we expect to vest. We estimate forfeituregtam our historical forfeiture of equity awardgusted to reflect future changes in facts and
circumstances, if any. We will revise our estimdiadeiture rate if actual forfeitures differ froour initial estimates. We record stock-based
compensation expense for stock options on a stréilghbasis over the vesting term.

For stock options issued to non-employees, inclydonsultants, we record expense equal to thedhile of the options calculated using
the Black-Scholes model over the service perforrageriod. The fair value of options granted to eomployees is remeasured over the ve:
period, and the resulting value is recognized asx@ense over the period the services are received.

Recently Issued and Adopted Accounting Pronouncersen
Presentation of Comprehensive Income

In June 2011, the Financial Accounting Standardsrécor FASB, issued an amendment to an existinguating standard which
requires companies to present net income and otlreprehensive income in one continuous statemeinttero separate but consecutive
statements. The standard is effective for fiscakgdeginning after December 15, 2011. We will adlois standard in the first quarter of 2012.

Common Fair Value Measurement and Disclosure Requeénts

In May 2011, the FASB issued an amendment to peoaidonsistent definition of fair value and enghed the fair value measurement
and disclosure requirements are similar between GAAP and International Financial Reporting StaxldaThe amendment changes certain
fair value measurement principles and enhancediicbosure requirements particularly for Level B fmlue measurements. The standard is
effective for fiscal years beginning after Decembgr2011. We will adopt this standard in the fgaarter of 2012 and do not expect the
adoption to have a material impact on our finansfatements and disclosures.

Testing of Goodwill Impairment

In September 2011, the FASB issued an amendmemt ¢éxisting accounting standard which providegiestan option to perform a
gualitative assessment to determine whether funthpairment testing on goodwill is necessary, thgrenly requiring the current two-step test
to be completed if the qualitative assessment déenesessary. This standard is effective for figears beginning after December 15, 2011.
We will adopt this standard in the first quarter26fL.2 and do not expect the adoption to have arrabi@pact on our financial statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE AB  OUT MARKET RISK

Interest Rate Fluctuation Risk

Our cash and cash equivalents and marketable Sesuwonsist of cash, money market funds, U.S. gowent debt securities and
corporate debt securities.

The primary objective of our investment activitiedo preserve principal, ensure liquidity and maizie income without significantly
increasing risk. Our available-for-sale investmemssist of U.S. government and corporate debtrggsiwhich may be subject to market risk
due to changes in prevailing interest rates that caase the principal amount of the investmentuctfiate. Based on a sensitivity analysis, we
have determined that a hypothetical 100 basis pancrease in interest rates would have resulteddecrease in the fair values of our
investments of approximately $2.2 million as of Bexber 31, 2011. Such losses would only be realfagd sold the investments prior to
maturity.
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Foreign Currency Exchange Risk

Our sales transactions are primarily denominatdd.$ dollars and therefore substantially all of mvenue is not subject to foreign
currency risk. However, certain of our operatingenses are incurred outside the United Statesrandiemominated in foreign currencies and
are subject to fluctuations due to changes in §oreurrency exchange rates, particularly changéseieuro, Chinese Yuan, Japanese Yen,
British Pound, Canadian Dollar and Indian Rupee Wdlatility of exchange rates depends on manyfadhat we cannot forecast with relia
accuracy. Although we have experienced and wiltiooe to experience fluctuations in our net incqoss) as a result of transaction gains
(losses) related to revaluing certain cash balaride accounts receivable, trade accounts pgyalnent liabilities and intercompany
balances that are denominated in currencies dtherthe U.S. dollar, we believe such a change wooidhave a material impact on our results
of operations.

Inflation Risk

We do not believe that inflation has had a matesfiggdct on our business, financial condition owftessof operations. If our costs were to
become subject to significant inflationary pressume may not be able to fully offset such highests through price increases. Our inability or
failure to do so could harm our business, finanotaddition and results of operations.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Zynga Inc.
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Page Nao
Report of Independent Registered Public Accourf&imm 56
Consolidated Financial Stateme
Consolidated Balance She: 57
Consolidated Statements of Operati 58
Consolidated Statements of Stockhol’ Equity (Deficit) 59
Consolidated Statements of Cash Fle 62
Notes to Consolidated Financial Stateme 63

The supplementary financial information requiredtg Item 8 is included in Iltem 7 under the captiQuarterly Results of Operations Data,”
which is incorporated herein by reference.
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Report of Independent Registered Public Accountingdrirm

The Board of Directors and Stockholders
Zynga Inc.

We have audited the accompanying consolidated balsimeets of Zynga Inc. as of December 31, 2012@h€d, and the related consolidated
statements of operations, stockholders’ equityi¢ifand cash flows for each of the three yearthe period ended December 31, 2011. Our
audits also included the financial statement scleelikied in the Index at Part IV, Item 15. Thesmificial statements and schedule are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on these foiahstatements and schedule based on
our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamBlgUnited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the consalifiaancial statements are free of mat
misstatement. We were not engaged to perform ait @futhe Company’s internal control over finanaiaporting. Our audits included
consideration of internal control over financigbogting as a basis for designing audit procedurasare appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesrémiag on a test basis, evidence supporting theuatscand disclosures in the financial
statements, assessing the accounting principlesarsg significant estimates made by managementeaaidating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referr@dlbove present fairly, in all material respedis,¢onsolidated financial position of Zynga Inc.
at December 31, 2011 and 2010, and the consolidesedts of its operations and its cash flows fteof the three years in the period ended
December 31, 2011 in conformity with U.S. generaltgepted accounting principles. Also, in our aminithe related financial statement
schedule, when considered in relation to the fasmcial statements taken as a whole, presentyg faiall material respects the information
set forth therein.

/sl Ernst & Young LLI
San Francisco, California
February 28, 2012
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Zynga Inc.

Consolidated Balance Sheets
(In thousands, except par value)

December 31,

2011 2010
Assets

Current assett

Cash and cash equivale $1,582,34. $ 187,83:
Marketable securitie 225,16! 550,25¢
Accounts receivable, net of allowance of $163 aB2b$at December 31, 2011 and 2010, respect 135,63: 79,97
Income tax receivabl 18,58: 36,571
Deferred tax asse 23,51°¢ 24,39¢
Restricted cas 3,84¢ 2,821
Other current asse 34,82 24,35:
Total current asse 2,023,90! 906,21
Long-term marketable securitis 110,09¢ —
Goodwiill 91,76¢ 60,217
Other intangible assets, r 32,11 44,00:
Property and equipment, r 246,74( 74,95¢
Restricted cas 4,08z 14,30:
Other lon¢-term asset 7,94( 12,88(
Total asset $2,516,641 $1,112,57.
Liabilities and stockholde’ equity (deficit)

Current liabilities:

Accounts payabl $ 44,02 $ 33,43
Other current liabilitie: 167,27: 78,74¢
Deferred revenu 457,39: 408,47(
Total current liabilities 668,68! 520,65(
Deferred revenu 23,25! 56,76¢
Deferred tax liabilities 13,95( 14,12:
Other nor-current liabilities 61,22’ 38,81¢
Total liabilities 767,10’ 630,35

Stockholder’ equity:
Convertible preferred stock, $.00000625 par ve
Authorized, 0 and 351,199 at December 31, 20112840, respectively. Issued and outstanding, O
276,702 shares at December 31, 2011 and 2010ctesge (aggregate liquidation preference of
$849,380 at December 31, 20: — 394,02t
Common stock, $.00000625 par val
Authorized, 2,020,517 (Class A 1,100,000, Clas98,@00, Class C 20,517) and 965,632 (Class A 0,
Class B 945,115, Class C 20,517) shares at Dece®ib@011 and 2010, respectively. Issued and
Outstanding, 721,592 (Class A 121,381, Class B&®2),Class C 20,517) and 291,524 (Class A 0,

Class B 271,007, Class C 20,517) shares at Dece3iih@011 and 2010, respective 4 2
Additional pait-in capital 2,426,16. 79,33t

Treasury stocl (282,89) (1,489

Other comprehensive incor 362 114

Retained earnings ( accumulated defi (394,099 10,22

Total stockholder equity 1,749,53! 482,21!
Total liabilities and stockholde’ equity $2,516,64! $1,112,57.

See accompanying notes.
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Zynga Inc.

Consolidated Statements of Operations
(In thousands, except per share data)

Revenue
Costs and expense
Cost of revenu
Research and developm
Sales and marketir
General and administrati\
Total costs and expens
Income (loss) from operatiol
Interest incomt
Other income (expense), r
Income (loss) before income tax
(Provision for) / benefit from income tax
Net income (loss
Deemed dividend to a Serie-2 convertible preferred stockholc
Net income attributable to participating securi
Net income (loss) attributable to common stockhid

Net income (loss) per share attributable to comstookholder:
Basic

Diluted

Weighted average common shares used to compuiecoete (loss) per share attributable
common stockholder:
Basic

Diluted

See accompanying notes.
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Year Ended December 31,

2011 2010 2009
$1,140,100  $597,45¢  $121,46
330,04 176,05: 56,70
727,01 149,51¢ 51,02¢
234,19¢ 114,16! 42,26t
254,45 32,25 24,24:
1,545,711 471,08 174,241
(405,61() 125,47: (52,779
1,68( 1,222 177
(2,206) 36E (209)
(406,14 127,05¢ (52,810)
1,82¢ (36,46/) (12)
$ (40431  $ 90,598  $(52,82)
— 4,59( —

— 58,11( —
$ (404,310  $ 27,89  $(52,82)
$ (140 $ 01z $ (0.3
$ (140 $ 0411 $ (0.3
288,59 223,88: 171,75
288,59 329,25 171,75
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Zynga Inc.

Consolidated Statements of Stockholders’ Equity (Cfeeit)
(In thousands)

Convertible - Retajned Total
Additional Other Earnings Stockholders’
Preferred Stock Common Stock Comprehensive (Accumulated
Paid-In Equity
Shares Amount Shares Amount Capital Income Deficit) (Deficit)
Balance at December 31, 2008 198,99¢ $ 33,50¢ 276,04! $ 2 $ 2,44: $ 5 $ (22,96)) $ 12,99¢
Issuance of restricted stock in connection®
business acquisitio — — 2,52¢ — 30 — — 3C
Exercise of stock optior — — 6,31¢ — 3 — — 3
Repurchase of unvested early exercised stock
options — — (7,197 — — — — —
Issuance of Series B-1 convertible preferre
stock, net of issuance co: 3,20( 14,16¢ — — — — — 14,16¢
Vesting of restricted stock following the ea
exercise of option — — — — 144 — — 144
Issuance of common stock warrants in
connection with service — — — — 252 — — 25%
Stocl-based compensatic — — — — 3,731 — — 3,731
Comprehensive income (los:
Net loss — — — — — — (52,82) (52,829
Unrealized loss on marketable
securities — — — — — 2) — Q)
Foreign currency translation
adjustment: — — — — — 17 — 17
Total comprehensive income (lo¢ (52,80¢)
Balance at December 31, 2C 202,19¢ $47,67: 277,69t $ 2 $ 6,61 $ 21 $ (75,789 $ (21,479
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Zynga Inc.

Consolidated Statements of Stockholders’ Equity (Cfeeit) (continued)
(In thousands)

) Retained Total
Prgf(ier::'/:(;tggck Common Stock Additional Other Earnings Stockholders’
Treasury  Comprehensive  (Accumulated)
Paid-In Equity
Shares  Amount Shares  Amount Capital Stock Income (Deficit) (Deficit)
Balance at December 31, 2009 202,19¢ $ 47,67 277,69t $ 2 $ 6,61 — $ 21 % (75,78) $ (21,479
Exercise of stock optior — — 18,31 — 3,35¢ — — — 3,35¢
Repurchase of unvested early exercised
stock options — — (4,200 — — — — — —
Issuance of Series B-2 convertible preferred
stock, net of issuance co: 48,16 305,23: — — — — — — 305,23:
Issuance of Series Z convertible preferre
stock in connection with business
acquisitions 26,34( 35,26¢ — — — — — — 35,26¢
Vesting of restricted stock following the
early exercise of optior — — — — 60¢E — — — 60¢E
Issuance of common stock warrants in
connection with service — — — — 1,912 — — — 1,91¢
Issuance of contingent warre — — — — 4,59( — — — 4,59(
Stocl-based compensatic — 5,85¢ — — 17,92¢ — — — 23,78:
Repurchase of common sta — — (287) — — (1,48¢) — — (1,484
Tax benefits from stock-based
compensatiol — — — — 39,74: — — — 39,74:
Deemed dividend to a Series B-2
convertible preferred stockhold — — — — 4,59( — — (4,590 —
Comprehensive income (los!
Net loss — — — — — — — 90,59¢ 90,59¢
Unrealized gain on marketable
securities — — — — — — 114 — 114
Foreign currency translation
adjustment: — — — — — — (21) — 21)
Total comprehensive income (lo¢ 90,68¢
Balance at December 31, 2C 276,70. $394,02¢ 29152: $ 2 $ 7933 $ (1,48) $ 114  $ 10,22: $ 482,21!
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Zynga Inc.

Consolidated Statements of Stockholders’ Equity (Cfeeit) (continued)
(In thousands)

) Retained
Convertible Additional Other Earnings Total
Preferred Stock Common Stock Treasury  Comprehensive  (Accumulated)  Stockholders’
Paid-in
Shares Amount Shares  Amount Capital Stock Income (Deficit) Equity
Balances at December 31, 2010 276,70. $394,02¢ 291,52: $ 2 $ 7933 $ (148) $ 114 % 10,22: $ 482,21!
Exercise of stock options and stock warrants for
cash — — 27,88¢ — 2,89¢ — — — 2,89¢
Issuance of Series C convertible preferred sto
net of issuance cos 34,927 485,30( — — — — — — 485,30!(
Issuance of Series Z convertible preferred s 1,99¢ 2,10¢ — — — — — — 2,10¢
Repurchase of preferred and common s (8,764 — (18,71¢) — (2,500 (281,27() — — (283,77()
Stocl-based compensatic — 44,23( — — 555,98: — — — 600,21:
Conversion of convertible preferred stock to
common stocl (304,86() (925,66:) 304,86( 1 925,66( — — — —
Net settlement of ZSU — — 16,03t — (83,090 (143) — — (83,23))
Issuance of Class A common stock from initial
public offering, net of issuance co: — — 100,00 1 961,40: — — — 961,40:
Vesting of common shares following the early
exercise of option — — — — 23z — — — 23z
Tax cost from stoc-based compensatic — — — — (13,750 — — — (13,750
Comprehensive (loss
Net loss — — — — — — — (404,31¢) (404,31¢)
Unrealized loss on marketable securi — — — — — — (20¢) — (20¢)
Foreign currency translation adjustm — — — — — — 45€ — 45€
Total comprehensive (los — — — — — — — — (404,06¢%)
Balances at December 31, 2( — — 72159. $ 4 $2,426,16. $(282,89) $ 362 $ (394,099 $ 1,749,53

See accompanying notes.
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Zynga Inc.

Consolidated Statements of Cash Flows
(In thousands)

Operating activitie:
Net income (loss
Adjustments to reconcile net income (loss) to meshcprovided by operating activitie
Depreciation and amortizatic
Stoclk-based compensation expel
Loss on equity method investme
Gains from sales of investments, assets and atht
Accretion and amortization on marketable secur
Excess tax costs (benefits) from st-based award
Deferred income taxe
Changes in operating assets and liabilil
Accounts receivable, n
Income tax receivabl
Other asset
Accounts payabl
Deferred revenu
Other liabilities
Net cash provided by operating activit

Investing activities

Purchases of marketable securi

Sales of marketable securiti

Maturities of marketable securiti

Acquisition of property and equipme

Acquisition of purchased technology and other igthle asset
Business acquisitions, net of cash acqu

Restricted cas

Proceeds from sales of investments, assets and o#t
Other investing activities, n

Net cash used in investing activiti

Financing activitie:

Net proceeds from initial public offerir

Taxes paid related to net share settlement of z
Repurchases of common stc

Exercise of stock optior

Excess tax (costs) benefits from st-based award
Net proceeds from issuance of preferred s

Net proceeds from issuance of contingent wal

Net cash provided by financing activiti

Effect of exchange rate changes on cash and casaénts
Net increase in cash and cash equival

Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Non-cash investing and financing activities

Issuance of preferred stock in connection with hess acquisition

Reclassification of liability to additional paid-gapital related to early exercise of common stox
options

Supplemental cash flow information

Cash paid (refunded) for income ta:

See accompanying notes.
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Year Ended December 31,

2011 2010 2009
$ (404,31 $ 90,59 $ (52,82
95,41 39,48 10,37:
600,21 25,60 3,99(
— 55€ 142

(550) — —
2,87% 1,74¢ 112
13,75( (39,747) —
4,367 (8,46¢) —
(55,437) (69,519 (4,376)
17,99¢ (25,28 (10,510)
(14,55¢) (32,49¢) (3,056)
10,37: 10,62¢ 16,21¢
15,40¢ 241,43’ 206,60
103,63’ 91,78t 24,32
389,17: 326,41 190,99
(649,97)  (804,54) (125,139
19,20¢ 4,22z —
841,56 319,82( 62,39¢
(238,09) (56,839 (38,81%)
(3,797) (1,07¢) (58%)
(42,779 (62,27 (54¢)
9,19¢ (16,46¢) (502)
2,20z — —
(98€) (275) (200)
(63,455  (617,43)  (103,39)

$ 961,40¢ $ — $ —
(83,237) — —
(283,77 (1,489 —
2,897 3,35¢ 3
(13,750) 39,74 —
485,30 305,23 14,16¢
— 4,59( —
1,068,84. 351,43 14,16¢
(49) 84 —
1,394,51; 60,49t 101,77:
187,83 127,33 25,56+
$1,582,34. $187,83° $ 127,33
$ 21058 $ 3526¢ $ —
$ 232 $ 60 $ 144
$ (1568) $ 28620 $ 9,98¢
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Zynga Inc.
Notes to Consolidated Financial Statements
1. Overview and Summary of Significant Accounting Blicies
Organization and Description of Business

Zynga Inc. (“Zynga,” “we” or “the Company'§evelops, markets and operates online social gaskige services played over the Inte
and on social networking sites and mobile platforviie generate revenue primarily through the in-gaaie of virtual goods. Our operations
are headquartered in San Francisco, Californiayantave several operating locations in the U.Svelkas various international office
locations in Asia and Europe.

We were originally organized in April 2007 as aif@ahia limited liability company under the nameeBidio Media LLC, converted to a
Delaware corporation in October 2007 and changedhame to Zynga Inc. in November 2010. We completadinitial public offering in
December 2011 and our Class A common stock igllistethe NASDAQ Global Select Market under the sghiBNGA.”

Basis of Presentation and Consolidation

The accompanying consolidated financial statemamtpresented in accordance with U.S. GAAP. Thedatated financial statements
include the operations of Zynga and its wholly-odisebsidiaries. All significant intercompany bales@nd transactions have been eliminated
in consolidation.

In September 2011, we adopted a three class comstook structure in which we retitled and redesigddhe existing classes of Class A
and Class B common stock as Class B and Class @Goarstock, respectively, and authorized 1.1 bilkbares of a new class of common
stock titled Class A common stock. The Class A camistock was designated for issuance in the Compamitial public offering. All share,
per share and related information presented iretfieancial statements and accompanying footnage been retroactively adjusted to reflect
the impact of the three class common stock stractur

Initial Public Offering

On December 15, 2011, we completed our initial jpubffering in which we issued and sold 100 millisimares of Class A common stock
at a public offering price of $10.00 per share. \ised a total of $961.4 million of net proceedsrafleducting underwriter discounts and
commissions of $32.5 million and other offering erpes of $6.1 million. Upon the closing of theiatipublic offering, all shares of the
Company'’s then-outstanding convertible preferredisautomatically converted into an aggregate d@f.3nillion shares of Class B common
stock. Additionally, 15.7 million vested ZSUs, aftieducting shares withheld to satisfy minimumuathholding obligations, were
automatically converted into Class B common shares.

Use of Estimates

The preparation of financial statements in confeymiith U.S. GAAP requires management to make egtismand assumptions that af
the reported amounts in the consolidated finarstetements and notes thereto. Significant estinsatdsassumptions reflected in the financial
statements include, but are not limited to, therested lives and paying player periods that wefaseevenue recognition, the chargeback
reserve for our thirgharty payment processors, the allowance for douatficounts, useful lives of property and equipn@erd intangible asse
accrued liabilities, income taxes, fair value afcét awards issued, accounting for business conibirgtand evaluating goodwill and long-
lived assets for impairment. Actual results coufted materially from those estimates.

Segments

We have one operating segment with one businesstaotieveloping and monetizing social games. Ghief Operating Decision Mak
(CODM), our Chief Executive Officer, manages ouekgtions on a
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consolidated basis for purposes of allocating recsess When evaluating performance and allocatisgueces, the CODM reviews financial
information presented on a consolidated basis,rapanied by disaggregated bookings information forgames.

Revenue Recognition
We derive revenue from the sale of virtual good®eimted with our online games and the sale of riidireg within our games.

Online Game

We operate our games as live services that allayeps to play for free. Within these games, plagarspurchase virtual currency to
obtain virtual goods to enhance their game-plagixigerience. Players can pay for our virtual curyarging Facebook Credits when playing
our games through the Facebook platform, and camther payment methods such as credit cards étdPay other platforms. We also sell
game cards that are initially recorded as a custal@gosit liability which is included in other cant liabilities on the consolidated balance
sheet, net of fees retained by retailers and Higisrs. Upon redemption of a game card in one ofyames and delivery of the purchased
virtual currency to the player, these amounts actassified to deferred revenue. Advance paymeois €ustomers that are nosfundable an
relate to non-cancellable contracts that specifyodaligations are recorded to deferred revenueotiier advance payments that do not meet
these criteria are recorded as customer deposits.

We recognize revenue when all of the following dtinds are satisfied: (1) there is persuasive ewigeof an arrangement; (2) the sen
has been provided to the player; (3) the collectibour fees is reasonably assured; and (4) theuatrad fees to be paid by the player is fixe
determinable. For purposes of determining wherséreice has been provided to the player, we hategrdened that an implied obligation
exists to the paying player to continue displaytimg purchased virtual goods within the online gawer their estimated life or until they are
consumed. The proceeds from the sale of virtuatlg@oe initially recorded in deferred revenue. \&&gorize our virtual goods as either
consumable or durable. Consumable virtual goodesemt goods that can be consumed by a specifiemédetion. For the sale of consumable
virtual goods, we recognize revenue as the go@sarsumed, which approximates one month. Durdtileal goods represent virtual goods
that are accessible to the player over an extepdadd of time. We recognize revenue from the séldurable virtual goods ratably over the
estimated average playing period of paying plaj@rshe applicable game, which represents our éstihate of the estimated average life of
durable virtual goods. If we do not have the apild differentiate revenue attributable to durabiféual goods from consumable virtual goods
for a specific game we recognize revenue on tredfadlurable and consumable virtual goods for glaae ratably over the estimated average
period that paying players typically play that game

Prior to October 1, 2009, we did not have the ttatdetermine the consumption dates for our consienatiual goods or to differentiate
revenue attributable to durable virtual goods fimansumable virtual goods. Beginning in October 2009 had sufficient data to separately
account for consumable and durable virtual goodmimof our games, thus allowing us to recognizenge related to consumable goods upon
consumption. Since January 2010, we have had #tésfdr substantially all of our games thus allgyvirs to recognize revenue related to
consumable goods upon consumption. Future usatgrmsamay differ from historical usage patterns tiredefore the estimated average
playing periods may change in the future. We asthesestimated average playing period for payiygis and the estimated average life of
our virtual goods quarterly. Cumulative changesstimated average playing period for paying plajre011 resulted in an increase in
revenue of $53.9 million and will result in an @ffng reduction of 2012 revenue in the same amount

We estimate chargebacks from Facebook and thingy-payment processors to account for potentialréutinargebacks based on
historical data and record such amounts as a rieduct revenue.
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In May 2010, we entered into an agreement with baak that required us to accept Facebook Creditiseagrimary in-game payment
method for our games played through the Facebaatkopin. The agreement required us to begin miggadiur games to Facebook Credits in
our games beginning in July 2010, and by April 2€1i& migration was complete. Facebook Creditsaicebook’s proprietary virtual currency
that Facebook sells for use on the Facebook ptatfonder the terms of our agreement, Facebooklsetsrice our players pay for Facebook
Credits and collects the cash from the sale of f@ale Credits. Facebook’s current stated face vafweFacebook Credit is $0.10. For each
Facebook Credit purchased by our players and regi@éémour games, Facebook remits to us $0.07, whitlhe amount we recognize as
revenue. We recognize revenue net of the amoutaineel by Facebook because we do not set the griadifracebook Credits sold to our
players. Prior to the implementation of Faceboo&dls in our games, players could purchase owraligoods through various widely
accepted payment methods offered in the games andawgnized revenue based on the transactiongaideby the player.

Advertising

We have contractual relationships with agenciegedi$ing brokers and certain advertisers for afisements within our games. We
recognize advertising revenue for branded virtwaldy and sponsorships, engagement advertisemehtsfars, mobile advertisements and
other advertisements as advertisements are dalitereustomers as long as evidence of the arrangssmists (executed contract), the price is
fixed or determinable, and we have assessed cattligity as reasonably assured. Certain brande@dmegsponsorships that involve virtual
goods are deferred and recognized over the estintifgéeof the branded virtual good or as consunséjlar to online game revenue. Price is
determined to be fixed or determinable when theefixed price in the applicable evidence of ttrarggement, which may include a master
contract, insertion order, or a third party statetw# activity. For branded virtual goods and spakips, we determine the delivery criteria
been met based on delivery information from ouerimél systems. For engagement advertisements ard,ahobile advertisements, and other
advertisements, delivery occurs when the advergésetnas been displayed or the offer has been coaaplsy the customer, as evidenced by
third party verification reports supporting the rhan of advertisements displayed or offers completed

We report our advertising revenue net of amounéstdwadvertising agencies and brokers becauseevsoathe primary obligor in our
arrangements, we do not set the pricing, and weotl@stablish or maintain the relationship with ddeertiser.

Multiple-element Arrangements

Beginning on January 1, 2011, we adopted new aitditie guidance on multiplelement arrangements, using the prospective médth
all arrangements entered into or materially modifiom the date of adoption. Under this new guidamee allocate arrangement consideration
in multiple-deliverable revenue arrangements airtheption of an arrangement to all deliverableseldeon the relative selling price method,
generally based on our best estimate of sellingephiVe offer certain promotions to customers frametto time that include the sale ofgame
virtual currency via the sale of a game card asd ather deliverables such as a limited editiogame virtual good. There was no material
impact on our financial statements as a resulngiémenting this newly adopted authoritative guaim 2011.

Revenue by tyr
The following table presents the components of meee(in thousands):

Year Ended December 31,

2011 2010 2009
Online game $1,065,64 $574,63: $ 85,74¢
Advertising 74,45 22,821 35,71¢

Total revenue $1,140,101 $597,45¢ $121,46°
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Cost of Revenue

Amounts recorded as cost of revenue relate totdingmenses incurred in order to generate onlineegavenue. Such costs are recorded
as incurred. Our cost of revenue consists primafilljosting and data center costs related to dpgratir games, including depreciation;
consulting costs primarily related to third-partpyisioning of customer support services; paymeat@ssing fees; and salaries, benefits and
stock-based compensation for our customer suppdrirdrastructure teams. Cost of revenue also dedtamortization expense related to
purchased technology of $28.4 million, $8.8 millemnd $2.3 million for the years ended Decembe2811, 2010 and 2009, respectively.

Cash and Cash Equivalents

Cash equivalents consist of cash on hand, monelyaihfamds and U.S. government-issued obligatiorik miaturities of 90 days or less
from the date of purchase.

Marketable Securities

Marketable securities consist of U.S. governmissited obligations and corporate debt securitienaddement determines the appropt
classification of marketable securities at the tmhpurchase and reevaluates such determinatieacht balance sheet date. The fair value of
marketable securities is determined as the exiepni the principal market in which we would tracts®ased on our intentions regarding our
marketable securities, all marketable securitiesciassified as available-for-sale and are caatddir value with unrealized gains and losses
recorded as a separate component of other compmighéncome, net of income taxes. Realized gainsl@sses are determined using the
specific-identification method and are reflectedhia consolidated statements of operations whenateerealized. When we determine that a
decline in fair value is other than temporary, ¢bet basis of the individual security is writtenadoto the fair value as a new cost basis and the
amount of the write-down is accounted for as aizedlloss in other income (expense). The new casistwill not be adjusted for subsequent
recoveries in fair value. Determination of whetHeclines in fair value are other than temporaryires judgment regarding the amount and
timing of recovery. No such impairments of markétadecurities have been recorded to date.

Restricted Cash

Restricted cash consists of collateral for facitiperating lease agreements and funds held invesnraccordance with the terms of
certain of our business acquisition agreements.

Accounts Receivable and Allowance for Doubtful Acous

Accounts receivable are recorded and carried abtigenal invoiced amount less an allowance for potential uncollectible amounts. \
review accounts receivable regularly and make esémfor the allowance for doubtful accounts whreame is doubt as to our ability to collect
individual balances. In evaluating our ability wllect outstanding receivable balances, we consigety factors, including the age of the
balance, the customer’s payment history and cumeditworthiness, and current economic trends. déduts are written off after all collection
efforts have ceased. We do not require collateoahfour customers.

Property and Equipment

Property and equipment are stated at cost lessradated depreciation. Depreciation is recordedgitie straight-line method over the
estimated useful lives of the assets, generallioZ6 months. Leasehold improvements are amortzedthe shorter of the estimated useful
lives of the improvements or the lease term.
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Business Combinations

We account for acquisitions of entities that in@udputs and processes and have the ability tdecaputs as business combinations.
We allocate the purchase price of the acquisitiothé tangible assets, liabilities, and identiféaipitangible assets acquired based on their
estimated fair values. The excess of the purchase pver those fair values is recorded as good#dhuisition-related expenses and
restructuring costs are expensed as incurred. Btine measurement period, we record adjustmerlgetassets acquired and liabilities
assumed with the corresponding offset to goodwiller the measurement period, which could be upn® year after the transaction date,
subsequent adjustments are recorded to our coatadidtatements of operations.

Goodwill and Indefinite-Lived Intangible Assets

Goodwill and indefinite-lived intangible assets aegried at cost and are evaluated annually foaimgent, or more frequently if
circumstances exist which indicate that an impaimeay exist. No impairment charges have been decbto date.

Other Intangible Assets

Other intangible assets are carried at cost leasaglated amortization. Amortization is recorde@mthe estimated useful lives of the
assets, generally 12 to 24 months.

Impairment of Long-Lived Assets

Long-lived assets, including other intangible asgekcluding indefinite-lived intangible assetsk eeviewed for impairment whenever
events or changes in circumstances indicate at'ssserying value may not be recoverable. If suchumstances are present, we assess the
recoverability of the long-lived assets by compautine carrying amount to the estimated fair vallewated based on the undiscounted cash
flow associated with the related assets. If tharfuhet undiscounted cash flows are less thanatiging amount of the assets, the assets are
considered impaired and an expense, equal to tbemtmequired to reduce the carrying amount ofatbsets to the estimated fair value, is
recorded in the consolidated statements of ope&sto other income (expenses) net.

Stock-Based Compensation

We grant ZSUs to our employees that generally wpsh the satisfaction of service period criteriaupfto four years and a liquidity
condition, the latter of which was satisfied in nention with our initial public offering in Decemb2011. The ZSUs have a contractual terr
seven years. Because the liquidity condition wassatisfied until our initial public offering, inrjr periods, we had not recorded any expense
associated with ZSU grants.

For ZSUs granted prior to our initial public offegi, we recognize stock-based compensation expesitsg tine accelerated attribution
method, net of estimated forfeitures, in which cemgation cost for each vesting tranche in an agartognized ratably from the service
inception date to the vesting date for that tranéloe ZSUs granted after the initial public offegjrwhich will only be subject to a service
condition, we will recognize stock-based compensatixpense on a ratable basis over the requisitesgeriod for the entire award.

In 2010 and 2011, we issued unvested Series Zrpeefstock to employees of certain acquired comgzafis the equity awards are
subject to post-acquisition employment, we haveacted for them as post-acquisition stock-basedpemsation expense. We recognize
compensation expense equal to the grant datedhie\of the Series Z preferred stock on a strdigbtbasis over the four-year service period,
net of estimated forfeitures.

We estimate the fair value of stock options usheyBlack-Scholes option-pricing model. This modgjuires the use of the following
assumptions: (i) expected volatility of our comnsdock, which is based on our peer group in thestrgiin which we do business;
(i) expected life of the option award, which weatkd to
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calculate using the simplified method; (iii) expetdividend yield, which is 0%, as we have not @aid do not anticipate paying dividends on
our common stock; and (iv) the risk-free interegér which is based on the U.S. Treasury yieldeimeffect at the time of grant with
maturities equal to the grant’s expected life. @ptjrants generally vest over four years, with 2&%ting after one year and the remainder
vesting monthly thereafter over 36 months. Theagihave a contractual term of 10 years.

Stock-based compensation expense is recorded petiofated forfeitures so that expense is recofalednly those stock-based awards
that we expect to vest. We estimate forfeituregthas our historical forfeiture of equity awardguatied to reflect future changes in facts and
circumstances, if any. We will revise our estimdiadeiture rate if actual forfeitures differ froour initial estimates. We record stock-based
compensation expense for stock options on a stréilghbasis over the vesting term.

For stock options issued to non-employees, inclydonsultants, we record expense related to stpt&rs equal to the fair value of the
options calculated using the Black-Scholes model tive service performance period. The fair vafueptions granted to non-employees is
remeasured over the vesting period and recognizah &xpense over the period the services arevegtei

Income Taxes

We account for income taxes using an asset anifitifadipproach, which requires the recognition aés payable or refundable for the
current year and deferred tax liabilities and asBatthe future tax consequences of events that haen recognized in our financial statements
or tax returns. The measurement of current andidefeax assets and liabilities is based on prousiof enacted tax laws; the effects of future
changes in tax laws or rates are not anticipafetedessary, the measurement of deferred tax dsgetduced by the amount of any tax ben:
that are not expected to be realized based oradaieévidence. We account for uncertain tax posstiny reporting a liability for unrecognized
tax benefits resulting from uncertain tax posititaisen or expected to be taken in a tax returnré&@egnize interest and penalties, if any,
related to unrecognized tax benefits in incomeetgpense.

Foreign Currency Transactions

Generally, the functional currency of our interpatl subsidiaries is the U.S. dollar. For thesesilidries, foreign currency denominated
monetary assets and liabilities are remeasureddrfo dollars at current exchange rates and foreigrency denominated nonmonetary assets
and liabilities are remeasured into U.S. dollarkistiorical exchange rates. Gains or losses frawida currency remeasurement are included in
other income (expense), net in the consolidatadrstants of operations. For foreign subsidiariesrertiee functional currency is the local
currency, we use the period-end exchange ratearislate assets and liabilities, and the averageagge rates to translate revenues and
expenses into U.S. dollars. We record translatainggand losses in accumulated other compreheimsigene (loss) as a component of
stockholders’ equity.

Concentration of Credit Risk and Significant Custars

Financial instruments, which potentially exposedaisoncentrations of credit risk, consist primadfycash and cash equivalents, short-
term marketable securities, and accounts receiv8hllestantially all of our cash, cash equivaleats] short-term marketable securities are
maintained with three financial institutions witlgh credit standings. We perform periodic evaluagiof the relative credit standing of these
institutions.

Accounts receivable are unsecured and representrasdue to us based on contractual obligationsevasigned and executed contract
or click-through agreement exists. In cases wherane aware of circumstances that may impair afsgpeastomer’s ability to meet its
financial obligations, we record a specific allowaras a reduction to the accounts receivable bakaneduce it to its net realizable value.
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Facebook is the primary distribution, marketingyrpotion and payment platform for our social gamesubstantial majority of our 201
2010 and 2009 revenue was generated from playevsaadessed our games through Facebook. As of Dexe3ttb2011 and December 31,
2010, 71% and 69% of our accounts receivable, otisiedy, were amounts owed to us by Facebook.

Advertising Expense

Costs for advertising are expensed as incurredeAiding costs, which are included in sales andketarg expense, primarily consisting
of player acquisition costs, totaled $102.6 mil|i#83.4 million and $35.6 million for the years eddDecember 31, 2011, 2010 and 2009,
respectively.

2. Cash, Cash Equivalents and Marketable Securities
Cash, cash equivalents and marketable securitregst@f the following (in thousands):

December 31,

2011 2010
Cash and cash equivaler
Cash $ 205,71¢ $169,05°
Money market fund 1,375,911 18,46¢
U.S. government debt securiti — 30¢€
Corporate debt securitir 70€ —
Total cash and cash equivale $1,582,34. $187,83:
Marketable securitie:
U.S. government debt securiti $ 267,63! $550,25¢
Corporate debt securitir 67,62¢ —
Total $ 335,26: $550,25¢

The following tables summarize the Company’s amedicost, gross unrealized gains and losses andbfae of its available-for-sale
investments in marketable securities (in thousands)

December 31, 201

Gross Gross
Unrealized Unrealized
Amortized Aggregate
Cost Gains Losses Fair Value
U.S. government debt securities $267,63! $ 53 $ (53 $267,63¢
Corporate debt securitir 67,65’ 35 (69 67,62¢
Total $335,29: $ 88 $ (119 $335,26:
December 31, 201!
Gross Gross
Unrealized Unrealized
Amortized Aggregate
Cost Gains Losses Fair Value
U.S. government debt securities $550,39( $ 17E $ — $550,56!

The contractual maturities of available-for-salerketable debt securities were as follows (in thodsg

December 31

2011 2010
Due within one yea $225,16! $550,25¢
One year through three ye: 110,09¢ —
Total $335,26: $550,25¢
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Changes in market interest rates and bond yieldsechcertain of the Company’s investments to fllbl their cost basis, resulting in an
unrealized loss. All securities presented in thxetabove were in a continuous loss position fes Eaan 12 months. There were no securities in
an unrealized loss position as of December 31, 206 following table shows all investments in amaalized loss position for which an other-
than-temporary impairment has not been recognineldtze related gross unrealized losses and faiev@h thousands):

December 31, 201

Unrealized
Fair
Value Losses
U.S. government debt securiti $ 70,16 $ (53
Corporate debt securiti 40,96¢ (69)
Total $111,12¢ $ (119

As of December 31, 2011, we did not consider amyusfinvestments to be other-than-temporarily imgzhi When evaluating its
investments for other-than-temporary impairmentrexgew factors such as the length of time andrexttewhich fair value has been below its
cost basis, the financial condition of the isstige, Company'’s intent to sell the security and waethis more likely than not that the Company
will be required to sell the investment before rerg of its cost basis.

3. Fair Value Measurements
Our financial instruments consist of cash equivisleshort-term marketable securities and accoeatsivable. Accounts receivable, net,
are stated at their carrying value, which approxésdair value due to the short time to expectedipt of cash.

Cash equivalents and short-term marketable sessiritbnsisting of money market funds and U.S. gowent and corporate debt
securities, are carried at fair value, which idrd as an exit price, representing the amountviioatd be received to sell an asset or paid to
transfer a liability in an orderly transaction betm knowledgeable and willing market participaAsssuch, fair value is a market-based
measurement that should be determined based ompsisns that knowledgeable and willing market pgpiints would use in pricing an asset
or liability. We use a three-tier value hierarchwich prioritizes the inputs used in measuring Vailue as follows:

Level 1 — Observable inputs that reflect quotedgsi(unadjusted) for identical assets or liabditreactive markets.
Level 2 — Includes other inputs that are directlyrmlirectly observable in the marketplace.
Level 3 — Unobservable inputs that are supportetittbey or no market activity.
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The composition of our securities among the theselk of the fair value hierarchy is as follow®acember 31, 2011 and 2010,
respectively (in thousands):

December 31, 201

Level 1 Level 2 Level 2 Total
Assets:
Money market fund $1,375,91! $ — $— $1,375,911
U.S. government debt securiti — 267,63! — 267,63!
Corporate debt securiti — 68,33¢ — 68,33¢
Total $1,375,91 $335,96¢ $— $1,711,88
December 31, 201/
Level 1 Level 2 Level 2 Total
Assets:
Money market fund $ 18,46¢ $ — $— $ 18,46¢
U.S. government debt securiti — 550,56! — 550,56!
Total $ 18,46¢ $550,56! $— $ 569,03

4. Property and Equipment
Property and equipment consist of the followingtfinusands):

December 31

2011 2010
Computer equipmet $243,98t $ 84,26¢
Software 25,11¢ 10,11¢
Furniture and fixture 9,47¢ 2,44¢
Leasehold improvemen 67,45¢ 17,63¢

346,03! 114,47:
Less accumulated depreciati (99,299 (39,519
Total property and equipment, r $246,74( $ 74,95¢

Depreciation expense relating to property and eqaigt for the years ended December 31, 2011, 20d@@09 was $65.9 million,
$30.6 million, and $8.0 million, respectively.

5. Acquisitions
2011 Acquisitions

In line with our growth strategy, we completed tfuaisitions in 2011. The purpose of these acquisitiwas to expand our social games
offerings, obtain employee talent, and expand im@e international markets. The results of operation each of these acquisitions have been
included in our consolidated statement of operatigince the date of acquisition. These acquisitiegr® not individually significant and had
aggregate purchase price of $45.5 million, of wt$di3.3 million was paid in cash and the issuand&®million fully vested shares of Serie:
convertible preferred stock with a fair value ofZtillion. As a result of the acquisitions, weorted $11.1 million of developed technology,
$1.5 million of net liabilities assumed, and $3BBlion of goodwill. Goodwill for each of the accgiiions represents the excess of the purchas
price over the net tangible and intangible assegsiieed and is not deductible for tax purposes.dsoibrecorded in connection with the
acquisitions is primarily attributable to the asbéad workforces of the acquired businesses andythergies expected to arise after our
acquisition of those businesses. In connection agtjuisitions closed in 2011, we incurred transactiosts of approximately $2.3 million.
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Pro forma results of operations related to our 2&@ddquisitions have not been presented becauseatbaywt material to our 2011 or 2010
consolidated statements of operations, either iddally or in the aggregate.

2010 Acquisitions

In November 2010, we completed our acquisition eiby, Inc., a provider of online mobile gamingwsees. The purchase price was
$53.3 million, consisting of $44.3 million in caahd the issuance of 1.4 million fully vested sharfesur Series Z convertible preferred stock
with a fair value of $8.9 million. As a result dfi$ acquisition, we recorded $18.4 million of deged technology, $6.1 million of trademarks,
$12.7 million of net liabilities assumed and $4million of goodwill.

During 2010, we acquired six additional companiaes these acquisitions were not individually sigrdfit. In the aggregate, the total
purchase price for these acquisitions was $48.Homjlwhich consisted of $22.1 million in cash ahd issuance of 4.1 million shares of our
Series Z convertible preferred stock with a faiuesof $26.3 million. In connection with our 201€qmisitions, we incurred transaction costs of
$2.1 million that we expensed as incurred.

The following table summarizes our unaudited pronf revenue and net income (loss) of the combinetpany for the years ended
December 31, 2010 and 2009 if we had made all o200 acquisitions on January 1, 2009 and Jaria910, respectively (in thousands):

Year Ended December 31

2010 2009

(Unaudited) (Unaudited)

Pro forma revenu $607,82 $126,83¢
Pro forma net income (los $ 77,13t $ (87,74)

The following table summarizes the fair values ef tangible and intangible assets acquired fdnuiness acquisitions for the years
ended December 31, 2011 and 2010 (in thousands)faithvalues for our 2010 acquisitions include ithpact of changes in initial fair values
of acquired assets and liabilities as a resulttdioing the necessary information. The fair valiseour 2011 acquisitions were based upon a
preliminary valuation estimate. The preliminary ghase price allocations for each of our acquisétiare subject to change as we obtain
additional information for our estimates during thepective measurement periods. The primary afethe preliminary purchase price
allocations that are not yet finalized relatededain tangible assets and liabilities acquiredpine and non-income based taxes and residual
goodwiill.

2011 2010
Developed technology $11,05¢ $ 44,11
Trademarks — 6,10(
Net liabilities assume (1,530 (8,81
Goodwill 35,94¢ 60,21°
Total $45,47. $101,61:

The weighted average useful life of all identifectjuired intangible assets is 2.0 years while tbigkted average useful life for
developed technologies is 1.9 years. Developedtdobies associated with acquisitions are beingrimeal over periods ranging from 12 to
months. Trademarks acquired through the Newtoyiaitiqun are estimated to have an indefinite uskfieland will be evaluated annually for
impairment, or more frequently, if circumstancedigate an impairment may exist.

To retain the services of certain former acquirechpany employees, we offered equity awards and lsashses that are earned over
time. As these equity awards and payments are @ubj@ost-acquisition employment, we have accalifdethem as post-acquisition
compensation expense. During 2011, we issued
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2.5 million shares of non-vested Series Z convieriilbeferred stock with a total fair value of $3&#8lion and 7.1 million ZSUs with a total
fair value of $94.9 million and paid retention andentive cash bonuses totaling $8.9 million. Dgrd®10, we issued 21.1 million shares of
non-vested Series Z convertible preferred stock witotal fair value of $135.8 million, 6.3 millic#SUs with a total fair value of $39.7 million
and paid retention and incentive cash bonusesngt&b.7 million.

6. Goodwill and Other Intangible Assets

From inception to 2009, there were no additiongdodwill. Changes in the carrying value of goodvioll 2010 and 2011 are as follows
(in thousands):

Goodwill - December 31, 200 $ —

Additions 60,217
Goodwill - December 31, 201 60,217
Additions 35,94¢
Foreign currency translation adjustme 63
Goodwill adjustment (4,46))
Goodwill - December 31, 201 $91,76¢

The changes in initial fair values of acquired ssaad liabilities as a result of obtaining theessary information reflected in the table
above represents a change to the acquired defexedsets as a result of filing the final jpeguisition tax return of an entity acquired in @Q(

The details of our acquisition-related intangibdsets are as follows (in thousands):

December 31, 2011
Accumulated

Gross
Carrying
Value Amortization Net Book Value
Developed technology $63,70: $ (40,510 $ 23,19
Trademarks and domain nan 10,531 (1,619 8,92(
$74,23¢ $ (42,12) $ 32,117
December 31, 201!
Accumulated
Gross
Carrying
Value Amortization Net Book Value
Developed technolog $52,38¢ $ (14,909 $ 3747
Trademarks and domain nan 6,77¢ (250 6,524
$59,15¢ $ (15,159 $ 44,00!

Amortization expense associated with other intdeglssets for the years ended December 31, 2010,&6] 2009 was $26.6 million,
$8.8 million and $2.3 million, respectively, andnsluded in cost of revenue on the accompanyinmgatidated statements of operations. As of
December 31, 2011, future amortization expenséael® the intangible assets of $21.7 million aB®$nillion is expected to be recognizec
2012 and 2013, respectively.
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7. Income Taxes

Income (loss) before income tax expense considfseofollowing for the periods shown below (in tisands):

Year Ended December 31,

2011 2010 2009

United States $(379,80() $141,40: $(52,83))
International (26,349 (14,349 21
$(406,147) $127,05¢ $(52,810

Income tax expense (benefit) consists of the fdlavfor the periods shown below (in thousands):

Year Ended December 31,

2011 2010 2009

Current:

Federal $(8,990) $34,09: $—

State 1,19¢ 10,53 1

Foreign 1,60( 304 11
Total current tax expen: (6,195 44,93 12
Deferred:

Federal 4,68¢ (9,264 —

State 441 2,20¢ —

Foreign (r67) (1,419 —
Total deferred tax expense/(bene 4,36¢ (8,46¢) —
Provision for / (benefit from) income tax $(1,82¢ $36,46¢ $ 12

The reconciliation of federal statutory income pavision (benefit) to our effective income tax pigion is as follows (in thousands):

Year Ended December 31,

2011 2010 2009
Expected provision / (benefit) at U.S. federalisttaty rate $(142,16¢) $ 44,45; $(17,79()
State income taxe- net of federal benef (6,340 7,841 (5,859
Income taxed at foreign rat 6,33¢ 3,89/ 4
Stoclk-based compensatic 43,06¢ 5,447 65¢
Tax credits (34,769 (14,23)) (88¢)
Tax reserve for uncertain tax positic 29,30: 12,84¢ —
Change in valuation allowan 101,48¢ (28,64 23,78(
Impact of change in tax rat (20%) 5,211 —
Acquisition cost: 397 70C —
Other 1,062 (1,049 10€
$ (1,82¢) $ 36,46¢ $ 12

Before we began forming non-U.S. operating compadiging 2010, the revenue from non-U.S. userseaased by our U.S. Company,
resulting in virtually no foreign profit before taXhe new foreign entities, as start-up companjeserated operating losses in 2010 and 2011.
During 2010 and 2011, the net tax impact of thedeggenerated in tax jurisdictions with lower staturates than the U.S. rate increased tax

expense and the effective tax rate.
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We have not provided U.S. income taxes and foreigimholding taxes on the undistributed earningswf profitable foreign subsidiaries
as of December 31, 2011 because we intend to pemtigmeinvest such earnings outside the UniteteStdf these foreign earnings were to be
repatriated in the future, the related U.S. takiliy may be reduced by any foreign income taxe=vjpusly paid on these earnings. As of
December 31, 2011, the cumulative amount of easnimgpn which U.S. income taxes have not been peovisl approximately $1.2 million.

Deferred tax assets and liabilities consist offtdtlewing (in thousands):

December 31,
2011 2010
Deferred tax asset
Deferred revenu $ 14,35t $ 16,54¢
Net operating loss carryforwar 17,50z 12,58:
Accrued compensatic 112,42: 6,482
Tax credit carryforward 25,811 24¢
Deferred ren 11,80« 2,54
Accrued expense 5,532 2,10¢
State taxe 1,85¢ 1,14¢
Charitable contribution 1,44¢ —
Other 61% 18¢
Valuation allowanct (113,35) (5,699
Net deferred tax asse 77,99¢ 36,14%
Deferred tax liabilities
Acquired intangible asse (4,495 (13,83¢)
Depreciatior (62,95) (11,820
Prepaid expenst (828 (330
Net deferred tax liabilitie (68,28() (25,989
Net deferreld taxe $ 9,71¢ $ 10,15¢
December 31,
2011 2010
Recorded as
Current deferred tax asst $ 23,51t $ 24,39¢
Other current asse 15C —
Other current liabilitie: — (117
Non-current deferred tax liabilitie (13,950 (14,129
Net deferred tax asse $ 9,71f $ 10,15¢

In determining the need for a valuation allowaribe, Company weighs both positive and negative exieén the various taxing
jurisdictions in which it operates to determine wiee it is more likely than not that its deferred tissets are recoverable. In assessin
ultimate realizability of its net deferred tax ass¢he Company considers its past performancéabl@tax strategies, and expected future
taxable income. At December 31, 2011 and Decembe2@®L0, the Company recorded a valuation allowan&i13.3 million and $5.7
million, respectively, against its net deferred &&sets, as it believes it is more likely thanthat these benefits will be not be realized. The
realizable amount relates to potential carrybaaielieto 2010. Included in the increase of $107illion is approximately $0.3 million of
valuation allowance that was recorded against gdbdw
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Net operating loss and tax credit carryforwardefd3ecember 31, 2011 are as follows (in thousands):

Expiration
Amount years
Net operating losses, fede $ 183,61( 2028- 2031
Net operating losses, st $ 70,82 2021- 2031
Tax credit, federe $ 35,52 2020- 2021
Tax credits, stat $ 16,42t 2017-indefinite
Net operating losses, forei $ 1,561 2017- 2018
Tax credits, foreig! $ 121 2017- 2018

Pursuant to authoritative guidance, the benefitofk options will only be recorded to stockholderuity when cash taxes payable are
reduced. As of December 31, 2011, the portion bbperating loss carryforwards related to stockanstis approximately $83.7 million, the
benefit of which will be credited to additional gah capital when realized. The federal and stateoperating loss carryforwards are subject to
various annual limitations under Section 382 ofltiternal Revenue Code.

A reconciliation of the beginning and ending amoofninrecognized tax benefits is as follows (inukands):

December 31, 200 $ 1,52¢
Additions based on tax positions related to 2 13,78:
Reductions for tax positions of prior ye: 127

December 31, 201 15,18:
Additions based on tax positions related to 2 30,84:
Additions for tax positions of prior yea 2,31¢
Reductions for tax positions of prior yei 9

December 31, 201 $48,33¢

As of December 31, 2011, approximately $8.2 milliepresents the amount of unrecognized tax berikéitsvould, if recognized, impact our
effective income tax rate.

We classify uncertain tax positions as non-curiecme tax liabilities unless expected to be paitthiw one year or otherwise directly
related to an existing deferred tax asset, in whade the uncertain tax position is recorded nétefsset on the balance sheet. These non-
current income tax liabilities are classified itv@t noneurrent liabilities on the consolidated balancesthieWe do not expect any unrecogni
tax benefits to be recognized within the next 1hths. We recognize interest and penalties in inc@xexpense. As of December 31, 2011
and December 31, 2010, the total balance of acdniecrkst and penalties related to uncertain taxtipas was zero. We file income tax retu
in the United States, including various state amall jurisdictions. Our subsidiaries file tax retsiin various foreign jurisdictions, including
Canada, China, Germany, Japan, India, UK and ldeMfe are subject to examination by U.S. fedetatesor foreign tax authorities for all
years since our inception in 20(

8. Other Current Liabilities
Other current liabilities consists of the followifay the periods shown below (in thousands):

Year Ended December 31

2011 2010
Customer deposit $ 50,14( $ 5,61¢
Other current liabilitie: 117,13: 73,13(
Total other current liabilitie $167,27: $78,74¢

76



Table of Contents

Customer deposits represent amounts received fedaemed gamecards as well as advanced paymeamntydrimus customers. Other
current liabilities includes various expenses aedroy the Company for transaction taxes, acquisitidated expenses, compensation liabilities
and accrued accounts payable.

9. Stockholders’ Equity
Convertible Preferred Stock

As a result of closing the initial public offerifig December 2011, our convertible preferred stoak automatically converted into Class
B common stock. The following table summarizesrigbts and preferences of our respective seriepwbertible preferred stock immediately
prior to the conversion into common stock:

Share Price a Liquidation Dividend per share
Issued and
Par Value Issuance Authorized Qutstanding Preference per annum
(In thousands, except per share amount:

Series A $0.0000062 $ 0.05¢ 95,40( 92,34 $ 5,217 $ 0.0C
Series /-1 0.0000062 0.12¢ 40,20 38,71( 4,83¢ $ 0.01
Series E 0.0000062 0.4z 59,39 59,39! 25,00( $ 0.0z
Series -1 0.0000062 4.7¢ 3,20(¢ 2,98¢ 14,18 $ 0.3¢
Series -2 0.0000062 6.44 48,163 48,16: 310,00( $ 0.51
Series C 0.0000062 $ 14.0¢ 53,46 34,92, 490,00( $ 1.1z
Series Z 0.0000062 0.00¢ 100,00( 28,35¢ 142 $ 0.0C
Total 399,82: 304,88 $849,38(

Common Stock

Our three classes of common stock are Class A conmstozk, Class B common stock and Class C comnomk.sthe following are the
rights and privileges of our classes of commonkstoc

Dividends. The holders of outstanding shares of our ClasSlass B and Class C common stock are entitleddeive dividends out of
funds legally available at the times and in the amt® that our board of directors may determine.

Voting Rights Holders of our Class A common stock are entittedne vote per share, holders of our Class B comstack are entitled
to seven votes per share and holders of our Classr®non stock are entitled to 70 votes per shargeheral, holders of our Class A common
stock, Class B common stock and Class C commol stidicvote together as a single class on all nratsubmitted to a vote of stockholders,
unless otherwise required by law. Delaware law @¢oetuire either our Class A common stock, Classmmon stock or our Class C common
stock to vote separately as a single class indth@fing circumstances:

» If we were to seek to amend our Certificate of hpooation to increase the authorized number ofeshaf a class of stock, or to
increase or decrease the par value of a classak;sind

» If we were to seek to amend our Certificate of hpowation in a manner that altered or changed tiveeps, preferences or spec
rights of a class of stock in a manner that afi@dteholders adversel

Liguidation.Upon our liquidation, dissolution or winding-upgthssets legally available for distribution to stackholders would be
distributable ratably among the holders of our €lasClass B and Class C common stock after paywfdiguidation preferences, if any, on
any outstanding shares of our preferred stock.

Preemptive or Similar RightaNone of our Class A, Class B or Class C commoaoksis entitled to preemptive rights, and neitlser i
subject to redemption.

ConversionOur Class A common stock is not convertible intg ather shares of our capital stock. Each shamipfClass B common
stock and Class C common stock is convertible wytiame at the option of the holder into one shdreuw Class A common stock. In addition,
after the closing of the initial public offering,
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upon sale or transfer of shares of either ClaserBngon stock or Class C common stock, whether ofarotalue, each such transferred share
shall automatically convert into one share of Clags®mmon stock, except for certain transfers desedrin our amended and restated
certificate of incorporation, including, withoutritation, transfers for tax and estate planningpses, so long as the transferring holder
continues to hold sole voting and dispositive powith respect to the shares transferred. Our Bassmmon stock and Class C common s
will convert automatically into Class A common dtamn the date on which the number of outstandirrgeshof Class B common stock and
Class C common stock together represent less fnof the aggregate combined voting power of opitabstock. Once transferred and
converted into Class A common stock, the ClassmBroon stock and Class C common stock may not bsueis

Founder’s Shares

On November 2, 2007, our founder purchased 128libmghares of Class B common stock (the Clash&&s) and 20.5 million shares
of Class C common stock (the Class C Shares) faggregate purchase price of $0.4 million. At thtedf purchase, all of the Class C
common shares and 50% of the Class B common sharesfully vested. The remaining 50% of the ClasSHarres vest ratably over a vesting
period of 48 months and are subject to Zynga’sn&mase right at the original purchase price. Wegaized compensation expense related to
the vesting Class B Shares over the vesting pefiodthe years ended December 31, 2011, 2010 &% 2@ recorded compensation expense
of $40 thousand annually in connection with thesaes.

Warrants

In July 2008, in connection with the issuance afe€3eB Preferred Stock, we issued warrants to @seli8.2 million shares of our
Class B Shares at an exercise price of $0.00625haee to an investor. The warrants were allocatealue of $1.4 million, which reduced the
proceeds of the Class B Shares and increasedmpa#pital. On December 9, 2011, prior to the ihjtigblic offering, the investor exercised the
warrants and simultaneously elected to convert @6l#n shares to Class A common stock, with temainder of the shares converting to
Class B common stock.

In July 2009, in connection with a third-party deevarrangement, we issued a warrant to purch&smillion shares of our Class B
Shares at an exercise price of $0.50375 per sharesérvice provider. This warrant vested ratablyr@ period of two years, expires in
July 2019, and is exercisable upon issuance. Warrdeted the fair value of the warrant using thecki&choles option-pricing model. We
recorded $2.8 million, $1.9 million and $0.3 miliiof expense related to this warrant in 2011, 281® 2009, respectively. As of December
2011, these warrants remained outstanding andisabte.

During 2010, concurrent with the sale of 23.3 millishares of Series B-2 convertible preferred stoekgranted an investor a contingent
right to a warrant to purchase 7.8 million share€lass B common stock at an exercise price of#®er share. We allocated $150 million of
proceeds from the investor to the Series B-2 predestock and the contingent right to a warranetiam their relative fair values. The amount
allocated to the contingent warrant right of $4.i6iom was recorded to additional paid-in capital the date the right was granted and
accounted for as a beneficial conversion featueeaBse the Series B-2 shares have no stated rédemate, the discount was immediately
charged to retained earnings as a deemed dividierghril 2011, a distribution agreement was exedwad the investor’s right to receive the
warrant was extinguished.

In June 2011, in connection with a service arrargggmnwith a related party, we issued a warrant relpase 1.0 million shares of our ClI
B common stock at an exercise price of $0.05 paresto a service provider. The warrant vests ratabér an eight quarter service term
beginning in April 2010 and the warrant expireg\pril 2012. We determined the fair value of the maat using the Black-Scholes option-
pricing model. We will revalue this warrant eachipe as services are performed and expense theparfthe warrant that vests each period.
In 2011, we recorded $14.0 million of expense egldb this warrant, which related to services tate performed from April 2010 through
current period. In June 2011, the service providily exercised the warrant. As of December 31,275 million shares were vested and
0.25 million shares were unvested and subjectgorohase.
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Equity Incentive Plans and Stock-Based Compensation

In 2007 we adopted the 2007 Equity Incentive Ptha 2007 Plan) for the purpose of granting stodioog and ZSUs to employees,
directors and noemployees. Concurrent with the effectiveness ofimitial public offering on December 15, 2011, wappted the 2011 Equi
Incentive Plan (“the 2011 Plan”), and all remaingmnmon shares reserved for future grant or issuander the 2007 Plan were added to the
2011 Plan. The 2011 Plan was adopted for purpdsg®oting stock options and ZSUs to employeegatlirs and non-employees. The
maximum number of shares of our Class A commorkdtoat may be issued under our 2011 Plan is 42lfomshares and excludes the
number of shares still available under our 200 R of the date of our initial public offeringaddition to any other stock-based awards
granted under the 2007 Plan that otherwise expiterminate without having been exercised. The remolb shares of our Class A common
stock reserved for future issuance under our 2044 Will automatically increase on January 1 oftegear, beginning on January 1, 2012, and
continuing through and including January 1, 20314% of the total number of shares of our capi@atis outstanding as of December 31 of
preceding calendar year.

The 2007 Plan allowed for the early exercise ofomyst, with unvested shares subject to repurchatee ariginal exercise price by us in
the event of termination of employment with Zyngaermination of service to Zynga in the case dfays granted to non-employees.
Repurchased shares were returned to the 2007 Fiarability to early exercise was eliminated foargs approved after August 31, 2009.
2.1 million and 18.8 million early exercised shanese subject to repurchase as of December 31, 20d 2010, respectively.

In 2011 and 2010, employees early exercised 1l5omiénd 0.6 million stock options, respectivelys the shares vest, the related liab
is reclassified into equity. We recorded a liagibif $1.5 million, $0.4 million, and $0.2 milliorof the years ended December 31, 2011, 2010
and 2009, respectively, related to these earlyoisenl options. As of December 31, 2011, 16.4 nnilBbares of Class B common stock, which
were unvested Series Z convertible preferred gtoick to the initial public offering, remained sebj to repurchase.

The following table presents the weighted-averagpeiaptions used to estimate the fair values o$tiiek options granted in our
consolidated financial statements:

Year Ended December 31

2011 2010 2009
Expected term, in yea 6 6 6
Risk-free interest rate 2.02% 2.7(% 1.5-2.4%
Expected volatility 64% 73% 70-77%
Dividend yield — — —
Fair value of common stoc $6.44-$17.0¢ $6.44 $0.13- $3.81

For the years ended December 31, 2011, 2010 arfiy] #@¥®weighted-average grant date fair value tibop granted was $4.17, $4.24,
and $0.33, respectively.

We recorded stock-based compensation expensedétaggants of employee and consultant stock optioestricted stock, restricted
stock units, or ZSUs, and vesting Series Z converfireferred stock in our consolidated statemehtgperations as follows (in thousands):

Year Ended December 31,

2011 2010 2009
(in thousands)

Cost of revenu $ 17,66( $ 2,12¢ $ 443

Research and developmt 374,92( 10,24: 1,817

Sales and marketir 81,32¢ 7,89¢ 51€&

General and administrati\ 126,30¢ 5,42t 1,212

Total stocl-based compensatic $600,21. $25,69¢ $3,99(
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We have granted ZSUs to our employees that gepesadit upon the satisfaction of both a senpeeiod condition of up to four years a
a liquidity event condition, the latter of which svaatisfied following the Company'’s initial pubbffering in December 2011. Because the
liguidity event condition was not met until ourtiai public offering, in prior periods, we had nmetorded any expense relating to our ZSU
grants. In the fourth quarter of 2011 we recogni®®@l0 million of stock-based compensation expesse@ated with ZSUs that vested in
connection with our initial public offering. Unantimed stock-based compensation relating to ZSUsuated to $454.0 million as of
December 31, 2011. For outstanding ZSUs as of DbeeBil, 2011 we expect to recognize approximat293% million, $116.0 million,
$40.4 million and $4.1 million in 2012, 2013, 204dd 2015, respectively, in stock-based compensatipanse.

As of December 31, 2011, total unrecognized staxded compensation expense of $15.4 million and.®I@8lion related to unvested
stock options and unvested shares of Class B conshock that were Series Z convertible preferredlsfirior to the initial public offering,
respectively, is expected to be recognized oveeighted-average recognition period of approximatebyyears.

The following table shows stock option activity 2011 (in thousands, except weighted average eseeprice and contractual term):

Outstanding Options

Weighted- Aggregate Weighted
Intrinsic Value of Average
Average Contractual Term
Exercise Stock Options
Shares Price Qutstanding (In years)
Balance as of December 31, 2( 122,84¢ 0.8C 689,50(
Stock option grant 1,08(¢ 7.22
Stock option forfeitures and cancellatic (12,885 2.5t
Stock option exercise (8,729 0.4k
Balance as of December 31, 2( 102,31 $ 0.6 $ 892,13! 7.04
As of December 31, 201
Exercisable option 92,32¢ $ 0.54 $  819,27( 6.94
Vested and expected to vi 100,58 $ 0.6¢ $ 878,17 7.0

The aggregate intrinsic value of options exercihadhg the years ended December 31, 2011, 20102@0@ was $78.2 million, $110.6
million, and $0.01 million, respectively. The totalnt date fair value of options that vested dythe years ended December 31, 2011, 2010,
and 2009 was $17.5 million, $12.9 million and $hillion, respectively.

The following table shows a summary of ZSU actifdy 2011 (in thousands, except weighted averagaimng term):

Weighted Weighted
Average Aggregate

Average Remaining Term Intrinsic Value of

Shares \}:aaﬂjre (In years) Unvested ZSUs
Unvested as of December 31, 2010 44,17¢ $ 6.43¢
Granted 66,90" $ 13.1¢
Vested (24,367 $ 7.8¢
Forfeited and cancelle (6,900 $ 10.8¢

Unvested as of December 31, 2( 79,81¢ $11.2¢ 1.4¢ $ 751,09

For ZSUs that vested in 2011, approximately 16.Manishares were issued net of shares withhelbpfoximately 8.3 million to satisfy
minimum tax withholding obligations. The aggregateinsic value of the net settled shares conveirteaClass B common stock for the twe
months ended December 31, 2011 was $150.8 milioR010, we granted 41.9 million ZSUs with a wegghtiverage fair value of $6.44.
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In December 2010, we cancelled an aggregate ahilidn unvested ZSUs held by certain of our empley in order to maintain
compliance with certain laws. The ZSUs were cardelith no consideration given. In March 2011, board of directors approved a grant of
1.1 million ZSUs to the then current employees iatgd by this cancellation, all of which vested be tate of our initial public offering. Our
board of directors also approved a grant of 3.lionilZSUs to these employees that have a 32 mantlice period condition that is fulfilled
monthly and were also subject to the liquidity ctind (initial public offering or change of contjdah order to vest. These ZSUs had a grant
date fair value of $6.44 per share. We also paggtoup of employees retention cash bonus payntetaing $3.6 million.

2011 Employee Stock Purchase Plan

Our 2011 Employee Stock Purchase Plan (2011 ESRRY approved by our board of directors in Sep&am011 and by our
stockholders in November 2011. The maximum numbehares of our Class A common stock that may &eeid under our 2011 ESPP is
8,500,000 shares.

Our 2011 ESPP permits participants to purchaseestadrour Class A common stock through payroll dddas up to 15% of their
earnings. Unless otherwise determined by the adinitior, the purchase price of the shares will% 8f the lower of the fair market value of
our Class A common stock on the first day of ariifig or on the date of purchase. The ESPP offeis month lookback feature as well as
automatic reset feature that will roll the fundsicitouted by plan participants automatically irthe hext offering period if the price declines.
Participants may end their participation at anyetithuring an offering and will be paid their accreedtributions that have not yet been used to
purchase shares. Participation ends automaticptiy termination of employment with us.

As of December 31, 2011, there were no employetibations made to the 2011 ESPP, and as a resufitock-based compensation
expense was recognized in 2011.

Common Stock Reserved for Future Issuance
For the period ended shown below, we had resefvacks of common stock for future issuance as fdl{wthousands):

December 31, 201

Common stock warran 69t
Stock options outstandir 102,31
ZSUs outstandin 79,81¢
Stock options and ZSUs reserved for future issu 5,28:
2011 Equity Incentive Pla 42,50(
2011 Employee Stock Purchase F 8,50(

239,11(

Accumulated Other Comprehensive Income
The components of accumulated other comprehensogarie, net of taxes, were as follows (in thousands)

December 31

2011 2010 200¢
Unrealized gains (losses) on available-for-saleisges $(97) $117 $3
Foreign currency translatic 452 (3) 18
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10. Net Income (Loss) Per Share of Common Stock

We compute net income (loss) per share of commmokstsing the twalass method required for participating securitig$or to the dat
of the initial public offering, we considered adirges of our convertible preferred stock to beipgating securities due to their non-cumulative
dividend rights. Additionally, we consider shargstied upon the early exercise of options subjeetorchase and unvested restricted shal
be participating securities, because holders df shares have non-forfeitable dividend rights me¢lrent of our declaration of a dividend for
common shares. In accordance with the two-clashadeearnings allocated to these participating rétées; which include participation rights
in undistributed earnings (see Note 9 to the cadatad financial statements for a description),satgtracted from net income to determine
undistributed earnings to be allocated to commookstolders.

Basic net income (loss) per common share is cordpualividing total undistributed earnings attriéolie to common stockholders by
weighted-average number of common shares outstgualdiring the period. All participating securitieg &xcluded from basic weighted-
average common shares outstanding. For the 201d tetsincome (loss) per common share calculatonyertible preferred shares were
weighted as participating securities through Decamils, 2011, the effective date of the initial paloiffering. In computing diluted net income
(loss) attributable to common stockholders, unitigted earnings are re-allocated to reflect thempitl impact of dilutive securities, including
stock options, warrants and unvested ZSUs. The atatipn of the diluted net income (loss) per slar€lass A common stock assumes the
conversion of Class B and Class C common stocKgevithé diluted net income (loss) per share of Clasd Class C common stock does not
assume the conversion of those shares into Classmnon stock. Diluted net income (loss) per shétribatable to common stockholders is
computed by dividing net income (loss) attributaisl@ommon stockholders by the weighted-averagebeurmf common shares outstanding,
including potential dilutive common shares inclugloth outstanding stock options and warrants.
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The following table sets forth the computation aéie and diluted net income (loss) per share ofrsomstock (in thousands, except per
share data):

Year Ended December 31

2011 2010 2009
Class Class Class Class Class Class Class Class Class
A B c A B C A B C
BASIC:
Net income (loss $ (8,527 $(367,05) $(28,74) $— $ 82,29 $ 8,30z $— $(46,51) $(6,310)
Deemed dividend to a Series B-2 convertibl
preferred stockholde — — — — (4,169 421y — — —
Net income attributable to participati
securities — — — — (52,78Y (5,32f) — — —
Net income (loss) attributable to comnr
stockholder $ (8,527 $(367,05) $(28,74) $— $ 25,33¢ $ 2,55¢ $— $(46,51) $(6,310)
Weighted average common shares outstan 6,08: 261,99¢ 20,517 — 203,36« 20,517 — 151,23: 20,51;
Basic net income per she $ (140 $ (140 $ (140 $— $ 012 $ 01z $&— $ (031 $ (0.3)
DILUTED:
Net income (loss) attributable to comnr
stockholder $ (8,527 $(367,05) $(28,74) $— $ 25,33¢ $ 2,55¢ $— $(46,51) $(6,310)
Reallocation of net income (loss) attributa
to participating securitie — — — — 6,86( — — — —

Reallocation of net income (loss) as a resul

conversion of Class C shares Class B to

Class B shares and Class A shi $ (28,749 — — — 2,55¢ — — (6,310 —
Reallocation of net income (loss) as a resu

conversion of Class B shares to Class A

shares $(367,05)) — — — — — — — —
Reallocation of net income (loss) to Clas

and Class C shar — — — — — (390) — — —

Net income (loss) attributable to comrr
stockholders for diluted net income (loss)

per share $(404,31) $(367,05) $(28,74) $— $ 34,75¢ $ 2,166 $— $(52,82) $(6,310
Number of shares used in basic computa 6,08: 261,99¢ 20,517 — 203,36« 20,517 — 151,23 20,517
Conversion of Class C to Class B and Class A
common shares outstandi 20,517 — 20,517 — — 20,517 —
Conversion of Class B to Class A common
shares outstandir 261,99¢ — — — — — — — —
Weighted average effect of dilutive securiti
Employee stock optior — — — — 94,30: — — — —
Warrants — — — — 11,07« — — — —
ZSUs — — — — — — — — —
Number of shares used in diluted net incc
(loss) per shar 288,59¢ 261,99¢ 20,517 — 329,25¢ 20,517 — 171,75. 20,517
Diluted net income (loss) per sh: $ (140 $ (140 $ (140 $&— $ 011 $ 011 & $ (031 $ (0.3)
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The following weightecaverage employee equity awards were excluded fnencalculation of diluted net income (loss) perstand pri
forma diluted net income per share attributablectmmon stockholders because their effect would baes anti-dilutive for the periods
presented (in thousands):

Year Ended December 31,

2011 2010 2009
Stock options 103,56 5,23t 12,76¢
Warrants 17,21t — 18,50
Unvested ZSU 47,39: — —

Total 168,17 5,23t 31,27¢

11. Commitments and Contingencies
Lease Commitments

We have entered into operating leases for fadlgigace. In 2010, we executed an operating leaseragnt for 267,000 square feet of
office space for our headquarters in San FranciSabfornia. The lease term is seven years fronmdfened commencement date, with options
to renew for two five-year terms. Under the terrhthe lease we were provided $13.6 million in Iéadd incentives and $9.8 million in rent
abatements. In 2011 this agreement was amendesltihres to add an aggregate of approximately 180sg0are feet of additional office
space. Under the terms of the amendments we wevidpd an aggregate of $4.9 million in leasehotzbntives and $5.2 million in rent
abatements. Currently we intend to maintain oudbearters in San Francisco through the initialdgasm, and therefore, amortize associated
incentives and recognize rent associated withahsd on a straight line basis over the initialdgasm. The minimum lease commitments for
this lease agreement are included in the tableabdtature minimum lease payments that have indiakmaining non-cancelable lease terms
as of December 31, 2011, are as follows (in miijon

Year ending December 3

2012 $ 31.1
2013 37.z
2014 40.1
2015 38.¢
2016 and thereafte 110.C

$257.-

Rent expense on operating leases for facilitieshferyears ended December 31, 2011, 2010 and 2@d8d $14.4 million, $7.0 million
and $2.2 million, respectively. Future lease oliliges increased in 2011 for costs related to anldfiti leases and amendments.

Other Purchase Commitments

We have entered into several service contractideting of data systems and payment processingré-atinimum purchase
commitments that have initial or remaining non-edable terms as of December 31, 2011, are as fsl{@wmillions):

Year ending December 3

2012 $ 9.3
2013 1.7
2014 0.2

$11.2

Future minimum purchase commitments increased 11 26r costs associated with hosting of data system
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Legal Matters

From time to time, we may become subject to legat@edings, claims, and litigation arising in thdioary course of business. In
addition, we may receive notification alleging infrement of patent or other intellectual propeigyts. Adverse results in litigation, legal
proceedings or claims may include awards of sulisfamonetary damages, costly royalty or licensiggeements, or orders preventing us f
offering certain games, features, or services,maagl also result in changes in our business pragtiehich could result in additional costs or a
loss of revenues for us and otherwise harm oumkessi Although the results of litigation cannopbedicted with certainty, we believe that the
amount or range of reasonably possible loss retatady pending or threatened litigation will natvie a material adverse effect on our
business, operating results, cash flows, or firdmezindition should such litigation be resolvedawtfrably. We recognize legal expenses as
incurred.

Included in general and administrative expenseiwitie consolidated statements of operations fewytar ended December 31, 2010 is a
net gain of $39.3 million related to legal settlentse

Indemnification Agreements

In the ordinary course of business, we may proindemnifications of varying scope and terms to @ors, vendors, lessors, business
partners, and other parties with respect to centeitters, including, but not limited to, lossesiag out of breach of such agreements, services
to be provided by us, or from intellectual propértfringement claims made by third parties. In &éiddi, we have entered into indemnification
agreements with our directors and certain of oficefs that will require us, among other thingsingemnify them against certain liabilities
that may arise by reason of their status or semgcdirectors or officers. To date, we have natiired any material costs as a result of such
indemnifications and have not accrued any liab#itielated to such obligations in our consolidéitehcial statements.

12. 401(k) Plan

We have a qualified defined contribution plan un8ection 401(k) of the Internal Revenue Code. tllBtime employees qualify for
participation in the plan. To date, we have not enady matching contributions to this plan.

13. Geographical Information

The following represents our geographic revenuedas the location of our players:

Revenue (in thousands Year Ended December 31,
2011 2010 2009
United State! $ 734,46 $402,01( $ 88,44(
All other countries(1 405,63: 195,44¢ 33,02]
Total revenu $1,140,101 $597,45¢ $121,46°

(1) No country exceeded 10% of our total revenue fgrariods presente

Property and equipment, net (in thousands Year Ended December 31
2011 2010 2009
United State! $242,55: $73,64¢ $34,82%
All other countries 4,18¢ 1,31( —
Total property and equipment, r $246,74( $74,95¢ $34,827

14. Credit Facility

In July 2011, we executed a revolving credit agreetmvith certain lenders to borrow up to $1.0 obillin revolving loans. Per the terms
of the credit agreement, we paid upfront fees o5 $2illion, which were capitalized and are to beoatmed over the term of the credit
agreement, and we are required to pay ongoing
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commitment fees of up to $625,000 each quartercdbasehe portion of the credit facility that is rdsawn down. The interest rate for the credit

facility is determined based on a formula usingaiermarket rates, as described in the credit ageeé We have not drawn down any funds
under the terms of the credit agreement.

15. Related Party Transactions

In March 2011, we repurchased 7.8 million shareGlass B common stock from Mr. Pincus for a totaighase price of $109.5 million.
The per share repurchase amount of $13.96 was de®nhbe the fair value on the date of the traneacti
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our cleeécutive officer and chief financial officer, évated the effectiveness of our
disclosure controls and procedures as of Decemhe2(®.1. The term “disclosure controls and procesiliras defined in Rules 13a-15(e) and
15d-15(e) under the Exchange Act, means controls dmet grocedures of a company that are designedsirehat information required to
disclosed by a company in the reports that it fdlesubmits under the Exchange Act is recorded;gs®ed, summarized and reported, within
the time periods specified in the Securities andnange Commission (the “SEC”) rules and forms. D&ae controls and procedures include,
without limitation, controls and procedures desjteensure that information required to be dissibisy a company in the reports that it files
or submits under the Exchange Act is accumulatedcammunicated to the company’s management, inofuité principal executive and
principal financial officers, as appropriate tooalltimely decisions regarding required disclos@&sed on the evaluation of our disclosure
controls and procedures as of December 31, 20X khief executive officer and chief financial officconcluded that, as of such date, our
disclosure controls and procedures were effectitheareasonable assurance level.

Management recognizes that any controls and proesdno matter how well designed and operatedpoaride only reasonable
assurance of achieving their objectives and managenecessarily applies its judgment in evaluatiivegcost-benefit relationship of possible
controls and procedures.

Management’'s Annual Report on Internal Control Over Financial Reporting

This Annual Report on Form 10-K does not include@ort of management’s assessment regarding inteong&ol over financial
reporting or an attestation report of our regigdgreblic accounting firm due to a transition perexiablished by the rules of the SEC for newly
public companies.

Changes in Internal Control over Financial Reportirng

There were no changes in our internal control divancial reporting identified in management’s exslon pursuant to Rules 13a-15(d)
or 15d-15(d) of the Exchange Act during the quastedted December 31, 2011 that materially affeciedre reasonably likely to materially
affect, our internal control over financial repagi

ITEM 9B. OTHER INFORMATION
None.
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PART IlI

Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE
The information required by this item is incorp@cby reference to Zynga'’s Proxy Statement fo2@%2 Annual Meeting of
Stockholders to be filed with the SEC within 12§ slafter the end of the fiscal year ended Decer@bep011.

Our board of directors has adopted a Code of Basi@nduct and Ethics applicable to all officensealors and employees, which is
available on our website ( www.zynga.cpmnder “Corporate Governance.” We will provideapy of these documents to any person, without
charge, upon request, by writing to us at Zynga limyestor Relations Department, 699 Eighth Sti®ah Francisco, California 94103. We
intend to satisfy the disclosure requirement urigen 5.05 of Form 8< regarding an amendment to, or waiver from, a jzion of our Code ¢
Business Conduct and Ethics by posting such infdoman our website at the address and the locapeified above.

Item 11. EXECUTIVE COMPENSATION

The information required by this item is incorpacby reference to Zynga'’s Proxy Statement fo2@2 Annual Meeting of
Stockholders to be filed with the SEC within 12§ slafter the end of the fiscal year ended Decer@bep011.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this item is incorpeeby reference to Zynga’'s Proxy Statement fo2@2 Annual Meeting of
Stockholders to be filed with the SEC within 12§ slafter the end of the fiscal year ended Decer@bep011.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information required by this item is incorp@cby reference to Zynga'’s Proxy Statement fo2@%2 Annual Meeting of
Stockholders to be filed with the SEC within 12§slafter the end of the fiscal year ended Decer@beP011.

Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is incorpeeby reference to Zynga’'s Proxy Statement fo2@%2 Annual Meeting of
Stockholders to be filed with the SEC within 12§ slafter the end of the fiscal year ended Decer@bep011.
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PART IV

ITEM 15.  EXHIBITS, FINANCIAL STATEMENT SCHEDULES
We have filed the following documents as part @é #form 10-K:

1. Consolidated Financial Stateme Page Nc
Reports of Independent Registered Public Accourfingy 56
Consolidated Balance She: 57
Consolidated Statements of Operati 58
Consolidated Statements of Stockhol’ Equity 59
Consolidated Statements of Cash Flc 62
Notes to Consolidated Financial Stateme 63

2. Financial Statement Schedu

Schedule II: Valuation and Qualifying Accounts

Bal_an_ce at
Beginning o Charged to Write-Offs
Expenses/ Net of Balance at
Allowance for Doubtful Accounts and Sales Cre Year Against Revent Recoverie End of Yea
Year Ended December 31, 2011 $ 32t — $ (162 $ 162
Year Ended December 31, 2C $ 35€ $ 9 $ (40 $ 32E
Year Ended December 31, 2C $ 21C $ 17k $ (29 $ 35€

All other schedules have been omitted becausedteeyot required, not applicable, or the requirddrmation is otherwise included.
3. Exhibits
See the Exhibit Index immediately following thersagure page of this Annual Report on Form 10-K.
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ITEM 15. Exhibits and Financial Statement Schedules

(@) Exhibits.

Exhibit
No.

3.1(1)
3.2(2)
4.1(3)
10.1(4)

10.2(5)+
10.3(6)+
10.4(6)+
10.5(6)+
10.6(6)+
10.7(6)+
10.8(6)+
10.9(6)+
10.10(6)-
10.11(6)-
10.12(6)-
10.13(6)-
10.14(3)

10.15(6)1

10.18(7)
10.19(7)
10.20(5)
10.21(4)

10.22(4)

Description of Exhibit

Amended and Restated Certificate of Incorporatiofymga Inc.
Amended and Restated Bylaws of Zynga
Form of Zynga Inc. Class A Common Stock Certifici

Fifth Amended and Restated Investor Rights Agree¢ntgnand between Zynga Inc., the investors lisle@®chedule £
thereto and Mark Pincus, dated February 18, 2

Zynga Inc. 2007 Equity Incentive Ple

Forms of Stock Option Agreement and Stock OptioarEise Agreement under 2007 Equity Incentive F
Zynga Inc. 2011 Equity Incentive Ple

Forms of Stock Option Grant Notice and Option Agneat under 2011 Equity Incentive Pl

Form of Indemnification Agreement made by and betw2ynga Inc. and each of its directors and exeeutfficers.
Amended and Restated Offer Letter, between Zyngaalmd Steven Chiang, dated October 26, 2
Amended and Restated Offer Letter, between Zyngaaimd Reginald D. Davis, dated October 26, 2
Amended and Restated Offer Letter, between Zyngaand Cadir Lee, dated October 21, 2(

Amended and Restated Offer Letter, between Zyngaaimd Mark Pincus, dated November 16, 2!
Amended and Restated Offer Letter, between Zyngaand John Schappert, dated July 22, 2
Transition Letter Agreement, between Zynga Inc. @wen Van Natta, dated November 16, 2(
Amended and Restated Offer Letter, between Zyngaand David M. Wehner, dated November 16, 2!

Office Lease by and between 650 Townsend Assodidt€sand Zynga Inc., dated September 24, 2010t Rinsendment
to Lease dated February 17, 2011; Second Amendmé&mtase dated March 25, 2011; and Third Amendrieehease
dated September 27, 20:

Developer Addendum by and between Facebook, IntZgnga Inc., dated May 15, 2010 and AmendmentINo.
Developer Addendum, dated October 13, 2(

Warrant to Purchase Class B Common Stock, dated31yl2009, issued to Allen & Company LL
Warrant to Purchase Class B Common Stock, datesl D6n2011, issued to Kleiner Perkins Caufield &By LLC.
Zynga Inc. 2011 Employee Stock Purchase F

Revolving Credit Agreement, dated July 21, 2011oagnZynga Inc., The Lenders Party hereto and Mo&janley
Senior Funding, Inc., as administrative ag

Office Lease by and between Chip Factory Commetdi@l and Zynga Inc., dated January 2008; Amendrteehease
dated November 1, 2008; Amendment to Lease, dagbcubry 1, 2011
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Exhibit
No. Description of Exhibit

10.23(6)- Zynga Inc. Change in Control Severance Benefit
10.24(6)- Amended and Restated Offer Letter, between Zyngaand Mark Vranesh, dated October 25, 2(
10.25(6)- Amended and Restated Offer Letter between Zyngaaimd Jeff Karp, dated October 25, 2(
10.26(6)- Forms of Notice of Restricted Stock Unit Award delstricted Stock Unit Agreement under 2007 Equitehtive Plan
10.27(6)- Forms of Restricted Stock Unit Grant Notice andtReted Stock Unit Agreement under 2011 Equity moee Plan.
21.1* List of subsidiaries
23.1* Consent of Independent Registered Public Accouriing.
24.1* Power of Attorney (included in signature pag
31.1* (fge3rification of the Chief Executive Officer of Zga Inc. pursuant to rule 13a-14 under the Secsiiiichange Act of
31.2* (fge3rification of the Chief Financial Officer of Zga Inc. pursuant to rule 1-14 under the Securities Exchange Ac
32.1% Certification of the Chief Executive Officer and i€hFinancial Officer of Zynga Inc. pursuant to183.C. Section 135

—+

(1)
()
3)
(4)
(5)
(6)
(7)

as Adopted Pursuant to Section 906 of the Sar-Oxley Act of 2002

Filed Herewith.

Indicates management contract or compensatory

Confidential treatment has been granted for retdormation contained in this exhibit. Such infeation has been omitted and filed
separately with the Securities and Exchange Conionis

The certifications attached as Exhibit 32.1 aggany this Annual Report on Form 10-K pursuant tdJ18.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A20602, and shall not be deemed “filday the Registrant for purposes of Section 1
the Securities Exchange Act of 1934, as amer

Incorporated by reference to Exhibit 3.2 to ggrinc.’s Amendment No. 6 to Registration Statene@nfForm S-1 (SEC File No. 333-
175298) filed on November 11, 201

Incorporated by reference to Exhibit 3.4 to Zynga’'s Amendment No. 6 to Registration Statement on F&-1 (SEC File No. 32-
175298) filed on November 11, 20!

Incorporated by reference to the same numberediexbiZzynga Inc's Amendment No. 5 to Registration Statement on Fg-1 (SEC
File No. 33:-175298) filed on November 4, 201

Incorporated by reference to the same numbexkibit to Zynga Inc.’s Amendment No. 2 to Registna Statement on Form S-1 (SEC
File No. 33:-175298) filed on August 11, 201

Incorporated by reference to the same numbexbibit to Zynga Inc.’s Amendment No. 7 to Regittma Statement on Form S-1 (SEC
File No. 33:-175298) filed on December 2, 20:

Incorporated by reference to the same numberediexbiZzynga Inc's Amendment No. 6 to Registration Statement on Fg-1 (SEC
File No. 33:-175298) filed on November 11, 201

Incorporated by reference to the same numberedigxbiZynga Incs Amendment No.1 to Registration Statement on Fg-1 (SEC
File No. 33:--175298) filed on July 18, 201
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SIGNATURES

Pursuant to the requirements of the Section 15€d)lof the Securities Exchange Act of 1934, thgiReant has duly caused this Annual
Report on Form 10-K to be signed on its behalfi®yundersigned, thereunto duly authorized, in tig & San Francisco, State of California,
on February 28, 2012.

Z YNGA | NC.
By: /s/ Mark Pincus

Mark Pincus
Chairman of the Board and Chief Executive Offi

By: /s/ David M. Wehne
David M. Wehner
Chief Financial Officel

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pershose signature appears below constitutes anairgpavid M.
Wehner and Reginald D. Davis, and each of therhjsasue and lawful attorneys-in-fact and agenith Yull power of substitution and
resubstitution, for him and in his name, place, steéd, in any and all capacities, to sign anyah@mendments to this Annual Report on
Form 10-K, and to file the same, with all exhilihereto, and other documents in connection thehewiith the Securities and Exchange
Commission, granting unto said attorneys-in-fact agents, and each of them, full power and authtwitlo and perform each and every act
and thing requisite and necessary to be done inamion therewith, as fully to all intents and pasps as he might or could do in person,
hereby ratifying and confirming that all said atteys-in-fact and agents, or any of them or thehisisubstitute or substitutes, may lawfully do
or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xga Act of 1934, this Annual Report on Form 104&s§ been signed below by the
following persons on behalf of the Registrant amthie capacities and on the dates indicated:

Signature Title Date
/s/ Mark Pincu: Chairman of the Board, Chief Executive Officer ¢ February 28, 201
Mark Pincus Director (Principal Executive Officer)
/s/ David M. Wehner Chief Financial OfficefPrincipal Financial Officer) February 28, 2012
David M. Wehnel
/s/ Mark Vranesl Chief Accounting Office (Principal Accounting Officer February 28, 201
Mark Vranest
/s/ William “Bing” Gordon Director February 28, 2012
William “Bing” Gordon
/s/ Reid Hoffmar Director February 28, 201
Reid Hoffman
/sl Jeffrey Katzenber Director February 28, 201

Jeffrey Katzenber
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Signature
/sl Stanley J. Meresmi

Stanley J. Meresme
/s/ Sunil Paul

Sunil Paul
/s/ John Schappert

John Schappe
/s/ Owen Van Natt

Owen Van Natt:

Director

Director

Director

Director
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Date

February 28, 201

February 28, 2012

February 28, 2012

February 28, 201
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Exhibit
No.

3.1(1)
3.2(2)
4.1(3)
10.1(4)

10.2(5)+
10.3(6)+
10.4(6)+
10.5(6)+
10.6(6)+
10.7(6)+
10.8(6)+
10.9(6)+
10.10(6)-
10.11(6)-
10.12(6)-
10.13(6)-
10.14(3)

10.15(6)

10.18(7)
10.19(7)
10.20(5)
10.21(4)

10.22(4)

EXHIBIT INDEX

Description of Exhibit

Amended and Restated Certificate of Incorporatiofymga Inc.
Amended and Restated Bylaws of Zynga
Form of Zynga Inc. Class A Common Stock Certifici

Fifth Amended and Restated Investor Rights Agre¢nisnand between Zynga Inc., the investors listedchedule £
thereto and Mark Pincus, dated February 18, 2

Zynga Inc. 2007 Equity Incentive Pl

Forms of Stock Option Agreement and Stock OptioarEse Agreement under 2007 Equity Incentive F
Zynga Inc. 2011 Equity Incentive Pl

Forms of Stock Option Grant Notice and Option Agneeat under 2011 Equity Incentive Pl

Form of Indemnification Agreement made by and betw2ynga Inc. and each of its directors and exeeutfficers.
Amended and Restated Offer Letter, between Zyngaand Steven Chiang, dated October 26, 2
Amended and Restated Offer Letter, between Zyngaalimd Reginald D. Davis, dated October 26, 2
Amended and Restated Offer Letter, between Zyngaalind Cadir Lee, dated October 21, 2(

Amended and Restated Offer Letter, between Zyngaand Mark Pincus, dated November 16, 2(
Amended and Restated Offer Letter, between Zyngaaimd John Schappert, dated July 22, 2
Transition Letter Agreement, between Zynga Inc. @wkn Van Natta, dated November 16, 2(
Amended and Restated Offer Letter, between Zyngaaind David M. Wehner, dated November 16, 2!

Office Lease by and between 650 Townsend Assodidt€sand Zynga Inc., dated September 24, 2010t Rinsendment
to Lease dated February 17, 2011; Second Amendimémtase dated February 25, 2011; and Third Amendtod_ease
dated September 27, 20:

Developer Addendum by and between Facebook, IitZginga Inc., dated May 15, 2010 and AmendmentINo.
Developer Addendum, dated October 13, 2(

Warrant to Purchase Class B Common Stock, datgd31ul2009, issued to Allen & Company LL
Warrant to Purchase Class B Common Stock, datesl 602011, issued to Kleiner Perkins Caufield &By LLC.
Zynga Inc. 2011 Employee Stock Purchase F

Revolving Credit Agreement, dated July 21, 2011oagnZynga Inc., The Lenders Party hereto and Mo&fanley
Senior Funding, Inc., as administrative ag

Office Lease by and between Chip Factory Commetdi@l and Zynga Inc., dated January 2008; Amendrteehktase
dated November 1, 2008; Amendment to Lease, dabdibry 1, 2011
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Exhibit
No. Description of Exhibit

10.23(6)- Zynga Inc. Change in Control Severance Benefit
10.24(6)- Amended and Restated Offer Letter, between Zyngaand Mark Vranesh, dated October 25, 2(
10.25(6)- Amended and Restated Offer Letter between Zyngaaimd Jeff Karp, dated October 25, 2(
10.26(6)- Forms of Notice of Restricted Stock Unit Award delstricted Stock Unit Agreement under 2007 Equitehtive Plan
10.27(6)- Forms of Restricted Stock Unit Grant Notice andtReted Stock Unit Agreement under 2011 Equity moee Plan.
21.1* List of subsidiaries
23.1* Consent of Independent Registered Public Accouriing.
24.1* Power of Attorney (included in signature pag
31.1* (fge3rification of the Chief Executive Officer of Zga Inc. pursuant to rule 13a-14 under the Secsiiiichange Act of
31.2* (fge3rification of the Chief Financial Officer of Zga Inc. pursuant to rule 1-14 under the Securities Exchange Ac
32.1* Certification of the Chief Executive Officer of Zga Inc. pursuant to18 U.S.C. Section 1350 as Adbptegsuant t

—+

(1)
()
3)
(4)
(5)
(6)
(7)

Section 906 of the Sarbal-Oxley Act of 2002

Filed Herewith.

Indicates management contract or compensatory

Confidential treatment has been granted for retdormation contained in this exhibit. Such infeation has been omitted and filed
separately with the Securities and Exchange Conionis

The certifications attached as Exhibit 32.1 aggany this Annual Report on Form 10-K pursuant tdJ18.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A20602, and shall not be deemed “filday the Registrant for purposes of Section 1
the Securities Exchange Act of 1934, as amer

Incorporated by reference to Exhibit 3.2 to ggrinc.’s Amendment No. 6 to Registration Statene@nfForm S-1 (SEC File No. 333-
175298) filed on November 11, 201

Incorporated by reference to Exhibit 3.4 to Zynga’'s Amendment No. 6 to Registration Statement on F&-1 (SEC File No. 32-
175298) filed on November 11, 20!

Incorporated by reference to the same numberediexbiZzynga Inc's Amendment No. 5 to Registration Statement on Fg-1 (SEC
File No. 33:-175298) filed on November 4, 201

Incorporated by reference to the same numbexkibit to Zynga Inc.’s Amendment No. 2 to Registna Statement on Form S-1 (SEC
File No. 33:-175298) filed on August 11, 201

Incorporated by reference to the same numbexbibit to Zynga Inc.’s Amendment No. 7 to Regittma Statement on Form S-1 (SEC
File No. 33:-175298) filed on December 2, 20:

Incorporated by reference to the same numberediexbiZzynga Inc's Amendment No. 6 to Registration Statement on Fg-1 (SEC
File No. 33:-175298) filed on November 11, 201

Incorporated by reference to the same numberedigxbiZynga Incs Amendment No.1 to Registration Statement on Fg-1 (SEC
File No. 33:--175298) filed on July 18, 201
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SUBSIDIARIES OF ZYNGA INC.

Astro Ape SGS, LLC (Delaware)

DNA Games LLC (Delaware)

XPD Media Inc. (Cayman)

Zynga China (Beijing) Co. Ltd. (China)
Zynga Game International Limited (Ireland)
Zynga Game Ireland Limited (Ireland)
Zynga Luxembourg S.a r.l. (Luxembourg)
Zynga Game Holdings Limited (Ireland)
Zynga Japan K.K. (Japan)

Zynga Game Network India Private Limited (India)
Zynga Germany GmbH (Germany)

Zynga U.K. Limited (United Kingdom)
Zynga Game Canada Ltd. (Canada)

Exhibit 21.1



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference irRbgistration Statement (Form S-8 No. 333-178528gming to the 2007 Equity Incentive
Plan, 2011 Equity Incentive Plan and 2011 Empldyteek Purchase Plan of Zynga Inc., of our repadi&ebruary 28, 2012, with respect to
the consolidated financial statements and schexfdgnga Inc., included in this Annual Report (Foti®-K) for the year ended December 31,

2011.
/sl Ernst & Young LLP

San Francisco, California
February 28, 2012



Exhibit 31.1
C ERTIFICATIONS
I, Mark Pincus, certify that:
1. | have reviewed this annual report on Form 16f&ynga Inc.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Evaluated the effectiveness of the registradisslosure controls and procedures and presenteuisi report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

(c) Disclosed in this report any change in thestegnt's internal control over financial reportitigit occurred during the registrant's most
recent fiscal quarter (the registramtourth fiscal quarter in the case of an annuyabm® that has materially affected, or is reasondikely
to materially affect, the registrant’s internal tmhover financial reporting; and

5. The registrant’s other certifying officer(s) anltlve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfws persons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reporting.

Date: February 28, 2012

/s/ Mark Pincus

Mark Pincus

Chairman of the Board, Chief Executive Officer ¢
Director

( Principal Executive Office)




Exhibit 31.2
C ERTIFICATIONS

I, David M. Wehner, certify that:
1. | have reviewed this annual report on Form 16fEynga Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or anditate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtgd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegos presented in this report;

4. The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%¢r the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Evaluated the effectiveness of the registradisslosure controls and procedures and presentttsi report our conclusions about the
effectiveness of the disclosure controls and proees) as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportitigit occurred during the registrant’s most
recent fiscal quarter (the registramtourth fiscal quarter in the case of an annuyabm® that has materially affected, or is reasondikely
to materially affect, the registrant’s internal trmhover financial reporting; and

5. The registrant’s other certifying officer(s) anltlve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigisaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reporting.

Date: February 28, 2012

/s/ David M. Wehne
David M. Wehne!
Chief Financial Officer Principal Financial Officer)




Exhibit 32.1
C ERTIFICATION

Pursuant to the requirement set forth in Rule 13a-4(b) of the Securities Exchange Act of 1934, as anued (the “Exchange Act”),
and Section 1350 of Chapter 63 of Title 18 of therited States Code (18 U.S.C. §1350lark Pincus, Chief Executive Officer of Zynga |
(the “Company”), and David M. Wehner, Chief FinadDfficer of the Company, each hereby certifiest,tko the best of his knowledge:

1. The Compan’'s Annual Report on Form -K for the period ended December 31, 2011, to whtch Certification is attached as Exhi
32.1 (the" Annual Repoi”) fully complies with the requirements of Sectiond3¢r Section 15(d) of the Exchange Act, |

2.  The information contained in the Annual Reportlfapresents, in all material respects, the findnmisdition and results of operations of
the Company

In Witness Whereof, the undersigned have set their hands heretothe @8 day of February, 2012.

/s/ Mark Pincus /s/ David M. Wehne
Mark Pincus David M. Wehne
Chief Executive Office Chief Financial Office

“This certification accompanies the Form 10-K toiethit relates, is not deemed filed with the Setiesiand Exchange Commission and is not
to be incorporated by reference into any filingZghga Inc. under the Securities Act of 1933, asraded, or the Securities Exchange Act of
1934, as amended (whether made before or aftetateeof the Form 10-K), irrespective of any genarebrporation language contained in
such filing”



